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Professional Notes. 


The presentation of a Diploma of Honorary 
Membership of the Society of Incorporated 
Accountants and Auditors to Mr. E. van Dien, and 
also resolutions of thanks to Mr. E. van Dien and 
Mr. G. W. Frese, expressed in a concrete form the 
appreciation of the Council of the Society of the 
services rendered by Mr. van Dien and Mr. Frese 
respectively as President and Secretary of the 
International Accountants Congress at Amsterdam. 
Through the happy inspiration of the President of 
the Society and Mrs. Keens, the proceedings referred 
to were followed by a re-union dinner in London at 
which Mr. van Dien and Mr. Frese were the guests 
of honour, and which was attended by the Chartered 
and Incorporated Accountants and their ladies who 
were present at Amsterdam, together with the 
Council and Officers of the Society, also accompanied 
by ladies. This function proved to be one of the 


Committee, Mr. Wilfrid A. Greene, K.C., recently 
98 


happiest in professional history. The speeches, fully 
reported elsewhere, were not in too serious a vein 
and time was allowed for some excellent music. In 
the course of the evening the President, Mr. Keens, 
took the opportunity of presenting Mr. A. A. Garrett 
with a silver cigarette box subscribed for by the 
delegates to the International Congress as an 
expression of thanks for his services on that 
occasion. 


The 34th Annual Meeting of the Incorporated 
Accountants’ Benevolent Fund showed that marked 
progress characterised the year ended 80th September 
last. The surplus on the Fund at the close of the 
year was £7,788 10s. Od , while 19 applicants had 
been assisted during the year. Some of tie persons 
assisted have received altogether substantial benefit. 
Grants to three widows amounted respectively to 
£270, £205, and £140, while grants exceeding £100 
in all have been made to five Fellows and Associates. 
One interesting grant is that of £75 to the mother of 
a woman Associate of the Society who died suddenly 
at an early age, and upon whom her mother was 
formerly dependent. The subscribers are greatly 
indebted to the Trustees for their self-sacrificing 
labours in dealing with applications for assistance, 
and in carefully building up the Fund. The President 
of the Fund, at the Annual Meeting, paid a well 
deserved tribute to them and to the Hon. Secretary, 
and also to the Chief Clerk in the Society's office, for 
their unfailing interest in this valuable work. 


The Chairman of the Company Law Amendment 


delivered an address before the London members of 
the Institute of Chartered Accountants on the report 
of the Company Law Amendment Committee. 
Mr. Greene, as one of the leaders of the Chancery Bar, 
is well known in our profession for his ability and 
persuasive geniality, and in the address referred to 
he skilfully defended himself and his colleagues 
against criticisms which have been made against the 
report by those who think either that the Committee 
has not gone far enough or that on some points the 
proposals put forward are too far-reaching. 


Referring to those who criticised the report on 
the ground that it is over-conservative and over- 
cautious, he hoped that they would realise that if 
the Committee had been conservative and cautious 
it was because of the result of the evidence given 
before them they realised the fact that it was 
possible to legislate too much. ‘You see,” he 
continued, ‘‘ it is perfectly easy for a person who has 
thought out and worked out, possibly very carefully, 
some suggested reform in Company Law and 
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Practice to be very much enamoured of it, and to 
think that it will work. He forgets sometimes 
that the thing to which it is proposed to apply the 
suggested reforms is a thing of infinite variety, a 
thing of infinite complexity—thousands of companies 


of different kinds performing different work with | 


different organisations . and different financial 
arrangements. To try and apply a reform to a 
variety of companies of that kind is a most difficult 
thing, and, in my view, in many cases quite passes 
the powers of the human brain.’”” Mr. Greene gave 
as an example the subject of combined balance-sheets, 
and said that it would be quite useless to lay 
down that they should issue combined balance-sheets 
without prescribing the kind of combined balance- 
sheet that they should issue, and the view that he 
formed was that it would be quite impossible to 
prescribe any useful form of combined balance-sheet 
which would be applicable to the multifarious cases 
and the large variety of companies which hold shares 
in other companies. 

On the subject of the well known form of Articles 
under which directors and auditors are excused from 
any liability arising otherwise than by any wilful 
default, Mr. Greene said that, in his opinion, directors 
and auditors should be content to undertake their 
duties on the footing that they would perform those 
duties, and that was a matter in which, of course, 
the accountancy profession liad always lived up to 
the very highest conceivable standard, and he could 
not himself think, nor did the evidence before the 
Committee indicate, that the profession wished to 
have that very extraordinary protection which was 
given to the auditors in the City Equitable case, 
where the auditor was excused from any liability 
arising otherwise than by his own wilful default. 


Dealing with accounts and audit generally, Mr. 
Greene pointed out that the Committee had the 
advantage of a unanimous report from ~ the 
accountant members of the Committee—Mr. Cash, 
Sir James Martin and Sir William McLintock— 
and he said that the fact that those three gentlemen 
were able to agree upon a unanimous recommenda- 
tion was one of the greatest surprises in his life. 
However, they did agree, and what they agreed upon 
were things which he hoped would commend 
themselves to the profession as a whole. 


One more quotation before we leave Mr. Greene's 
defence of the report. It is on the important subject 
of the verification of securities. As reported in our 
contemporary, The Accountant, he said: ‘I rather 
gathered from the views of the professional members 
of the Committee that the profession would not wish 


to have its duties defined in that particular with any 
greater strictness than they are at present, and, I 
_ hope, in refraining from making any recommendation 
foun that point, as on others, that we have the 
profession behind us. After all, it must be left 
really to the circumstances of a particular case ; in 
some cases, no doubt, the auditor would be justified 
in accepting the certificate of a bank, or an insurance 
company, or possibly a broker. And no auditor 
would, I venture to think, be in any real doubt when 
he came to a practical question, because he would 
always resolve tle doubt on the side of caution ; 
he would say ‘I am in doubt about it, therefore I 
won't accept it, and I must insist on seeing the 
securities themselves.’ ”’ 


We publish this month an important judgment in 
an action for alleged negligence brought against 
Messrs. Annan, Dexter & Co., Chartered Accountants, 
by Sir Harold Moore, Chartered Accountant, Trustee 
of the Property of Mrs. Adela Apfel. The circum- 
stances were of a somewhat complicated character, 
but the main points at issue were :— 

_ 1. What exactly the defendants were employed 
to do, whether to carry out an audit or only to 
prepare accounts for income tax purposes. 

2. What they knew or ought to have known 
during the period of their employment. 

8. What they brought to the notice of their 
employer; and 

4. What relief, if any, the trustee in bankruptcy 
was entitled to in Mrs. Apfel’s absence and with- 
out the assistance of any evidence from her. 


The action was brought to recover £28,601 from 
the defendants for alleged negligence and breach of 
duty as accountants and auditors. It was alleged 
that the defendants had been negligent in carrying 
out their duties in not having discovered that the 
two sons of Mrs. Apfel had drawn and converted 
large sums of money to their own use. The defence 
was that the defendants were not acting as auditors, 
but only as accountants for the purpose of getting 
out figures for income tax returns, but it transpired 
that in rendering their account of charges they had 
submitted an account for the preparation of accounts 
and the auditing of the books. 


The cheques for the amounts drawn out by the 
two sons were signed by Mrs. Apfel, and, under these 
circumstances, Counsel for the defence argued that 
the plaintiff could stand in no better position than 
Mrs. Apfel would have done had she been plaintiff 
herself, and that even if the defendants had been 
employed to make a full audit, which he contended 


they were not, she could not have succeeded as to 
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been the plaintiff her signed documents would have | 
been sufficient to show her consent to, and knowledge 
of, the matters complained of unless she had given 
evidence to the contrary. As she had not been 
called there was no proof that she did not understand 
the meaning and import of the documents which she 
signed. Mr. Justice Astbury agreed with these 
contentions and dismissed the action with costs. 


The use of the word “ auditing” in the account of 
charges rendered by the defendants was excused by 
his Lordship as an error, but in other circumstances 
it might not be so excused. The importance of 
setting forth carefully in accounts of charges the 
actual nature of the work done should not therefore 
be overlooked. 

The question of ‘‘residence” of a limited company for 
the purpose of Income Tax has again come before the 
courts in the case of Todd v. Egyptian Delta Land and 
Investment Co., Ltd. The leading cases on this point 
have hitherto been, first, the Egyptian Hotels, Lid.,v. 
Mitchell, and later the Swedish Central Railway Co., 
v. Thompson. In commenting on the last mentioned 
case in our Professional Notes of April, 1925, we said 
it was not easy to reconcile the decision with that of 
the Egyptian Hotels case, where control was held to 
be the deciding factor, and that it was not unlikely 
that further litigation might take place before an | 
intelligible ruling was arrived at. This has now 
happened, but the position is still far from clear. 
| 


In the case of Todd v. The Egyptian Delia Land Co., | 
above referred to, a special resolution was passed 
in 1907 by which it was resolved, “ That it is | 
desirable that the business affairs of the company | 
should henceforth be managed and directed entirely | 
from Egypt, and that accordingly the Articles of | 
Association be varied.” In pursuance of this | 
resolution the business was transferred to Cairo and 
has since been controlled, managed, directed and 
carried on entirely in Cairo, no directors’ meeting 
having since been held in the United Kingdom. 
The secretary resided in Egypt and the books of the 
company were kept there as well as the banking 
account. A small banking account was kept in 
London for the payment of petty disbursements 
amounting to £8 or £9 per annum. A registered 
office of the company was kept in London in order 
to comply with the requirements of the Companies 
Acts, and registers of members and directors were 
kept there, but the register of transfers was in Cairo 
where all transfers of shares were passed before being 
registered in London. A London secretary was 


of residence. 


London register and filing the annual returns, &c. 
He also dealt with correspondence from shareholders 
and transmitted to Cairo transfers and applications 
for share warrants which were sent to the registered 
office. He had no power of attorney and his duties 
were purely formal. 


Mr. Justice Rowlatt in giving judgment said it 
was clear that the mere fact of registration in this 
country did not determine the question of residence, 
but the obligation to keep a register and allow the 
public to inspect the register were things that the 
law insisted that the company should be here to do, 
and it seemed to him that this constituted the idea 
He accordingly decided that for income 
tax purposes the company was resident in this country, 
and allowed the appeal of the Inland Revenue 
against the decision of the Commissioners, who had 
found that the company was not resident here. 


Seeing that the company did only those things 
which it was compelled to do in this country in 
order to comply with statutory requirements, it is 
difficult to see how any company registered here can 
escape assessment on the ground of residence abroad. 
If this judgment is allowed to stand it practically 
means that all idea of escaping assessment by control 
from abroad must be abandoned—-a consequence 
which to many will hardly be a cause for regret. 


An attempt was made the other day to establish 
the validity of a will written on an eggshell. The 
words written on the shell were, ‘‘17—1925. Mag. 
Everything I possess.—J.B.,”" and it was contended 
by Counsel that this was sufficient to pass the 
whole of the estate to the widow whom the 
deceased always called ‘‘ Mag.” On behalf of the 
widow the case was cited of a soldier who wrote a 
somewhat similar memorandum on the back of an 


envelope, but the Judge pointed out that the case of 


the soldier was different because he was acting in a 
case of emergency, whereas in this case no such 
emergency arose, and it would have been easy for the 
will to have been prepared in a more regular form. 
In other words the Court treated the eggshell matter 
as being in the nature of a freak. 


An interesting point was raised before Mr. Justice 
Rowlatt in the case of Daphne v. Shaw in relation 
to the subject of wear and tear of plant and 
machinery. The appellant was a solicitor and he 
claimed to deduct an allowance for wear and tear 
of his law library, and to have an allowance for 
obsolescence of certain books forming part of that 


ie 2 on — x ud 
B 
: 
‘ 
6. ey: ~ .- | 
= —e—eEeEeEeEeEeEeEeESEeEeEeEeEey———EeEeEe—————EeEEe—————————— ; 
any the matters complained of, no duty being owed by | appointed for the purpose of dealing with the : 
id, I . atc J : 
tion , 
the 
left Se 
‘e in 
ified | 
ance come - 
litor a 
hen ae 
ould ——— Ps 
ion ; Py 
re I 
the i 
t in ot 
inst a 
nts, 4 
stee : 
um- —_—— ass 
ster, j | 
yyed 
y to - 
own 4 
: 
heir is 
otcy — a 
ith- <. 
rom 4 
1 of | 
ged ' : 
ing J 
the 
ted gg 
nce { 
ors, | 
ing a 
red : 
had : & 
ints q ; 
the aiidens ‘ 
lese eg 
hat j : 
nan . 
tiff |. 
eel . 
ded 4 
| to ; x 
g 
: 


gay 
{— ee 


68 THE -INCORPORATED ACCOUNTANTS’ JOURNAL. 


[DecemsBer, 1926. 


library, on the ground ‘that the library was his | districts, and as the district bodies are somewhat 


machinery or plant for the purpose of his profession. 
The Commissioners decided against him, and their 
decision has now been affirmed by the Court. 
Mr. Justice Rowlatt said he was unable to hold 
that the books of a solicitor or barrister or Judge, 
which were used in the sense of being consulted, 
were plant. He was sure that ninety-nine out of 
every hundred. persons would exclude from plant 
and machinery the books of reference on their 
shelves. While admitting that the books used in 
professions did entail a great expense, he had to 
administer the law as he found it. 


Where, under the Articles, a director of a company 
is appointed for life, subject to certain specified 
disqualifications, is it possible for the list of 
disqualifications to be added to and a fresh ground 
thus created upon which the director may be 
compelled to relinquish his office? This was the 
question which came before the Court of Appeal in 
the case of Shuttleworth v. Cox Brothers & Co. 
(Maidenhead), Limited, and Others. In this case 
none of the grounds of disqualification originally 
appearing in the Articles entitled the shareholders 
or anyone else to remove the director from his 
position, but the following additional ground of 
disqualification was added to the Articles by a 
special resolution of the shareholders passed after 
due notice, ‘If he (that is a director) be requested 
by all the other directors to resign his office.’’ The 
validity of this alteration of the Articles was 
challenged on the ground that it was not bond fide 
for the benefit of the company as a whole. The 
answer to this was that by sect. 13 of the Companies 
Act, 1908, a company may by special resolution 
alter or add to its Articles subject to the provisions 
of the Act and to the conditions contained in the 
Company’s Memorandum of Association. The 
Court decided that the alteration in the Articles 
which was complained of and under which the plaintiff 
was requested by the other directors to resign his 
position as a permanent director of the company, 
was bond fide for the benefit of the company as a 
whole, and the plaintiff's claim accordingly failed. 


The district settlements which are now proceeding 
in connection with the coal dispute are likely to 
provide some work for accountants. For instance, 
in the case of the Nottinghamshire mines a district 
wages board is to be set up and the ascertainment of 
profits is to be checked by a joint test audit of the 
owners’ books carried out by independent auditors 
appointed by each side. Arrangements of a similar 
character will in all probability be made in other 


numerous a good deal of accountancy work will 
be entailed. 


We commend to our readers the admirable 
address, included in this number, delivered by Sir 
Edwin Stockton to a meeting of the Manchester and 
District Society of Incorporated Accountants, in 
which he dealt with the work of the profession from 
the point of view of the business man. In public 
statements by members of the accountancy profession 
and in professional literature we are naturally 
accustomed to learn what the profession regards as 
the duty of its members to clients. It is refresh- 
ing to hear the case put so succinctly from the 
client’s standpoint, and we are glad that Sir Edwin 
Stockton, speaking from a long experience in 
commerce, finance and public life, has outlined not 
merely in general but specific terms the con- 
structive side of accountancy practice to which the 
younger members of the profession would do well to 
direct their attention. 


According to the Companies Report for the year 
1925, the total number of new companies registered 
in Eng!and during the year was 8,035. From this 
has to be deducted companies which lave gone into 
liquidation or been removed from the register 
on other grounds, numbering 4,165, leaving a 
net increase for the year of 38,870 companies, 
and a total on the English register at the end of the 
year of about 90,000 companies, with a paid-up capital 
of over £4,000,000. ‘The registrations in Scotland 
numbered 494, and the number of companies on the 
Scottish register at the end of the year was about 
7,000, with a paid-up capital of £351,000. The 
total registrations were thus 8,529, of which no less 
than 7,955 were private companies. The average 
amount of nominal capital of the companies 
registered in England was £15,331, and in Scotland 
£18,250, but, as usual, by far the largest number of 
companies were those with a capital of between 
£1,000 and £5,000. 


The liquidations which commenced during the 
year numbered 2,732 of which 2,489 were voluntary, 
238 compulsory by Order of the Court, and 5 subject 
to the supervision of the Court. It will thus be seen 
that compulsory liquidation is not popular. As a 
rule it is not resorted to except in cases where fraud is 
suspected or a special investigation is desired. In six 
cases auditors were appointed by the Board of Trade 
in the absence of an appointment by the company 
at the annual general meeting, and two applications 
were granted to pay interest out of capital during 
construction under sect. 91 of the Act. 
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Limited partnerships to the number of 82, with a 
subscribed capital of £222,722 were registered in 
England, and in Scotland only one company with a 
subscribed capital of £70. This is the lowest 
number of registrations of limited partnerships since 
1918, and indicates that this form of partnership is 
not widely appreciated. 


Charities and Income Cax 
Exemption. 


Tue decision of Mr. Justice Rowlatt in the case of 
the Marte Céleste Samaritan Society of the London 
Hospital v. Inland Revenue Commissioners will be 
considered by most people as a case of hardship to 
a deserving charity, and by all as showing up once 
more the peculiar position of charities in regard to 
income tax exemption. It is true that that exemption 
has in recent years been greatly widened, for which, 
no doubt, thanks are due. It is also the case that 
there exist divergent views on the principle of 
allowing any such exemption at all. Certainly it 
is a marked illustration of the ordinary British way 
of doing things in an illogical and non-symmetrical 
manner, for if income tax exemption, why death duty 
liability ? and vice versd. Charities are exempt 
from income tax on their investment income applied 
to charitable purposes, but very technical refinements 
come in when the charity becomes entitled to a 
testamentary bequest, such as the residue of a 
testator’s estate, or a share of the residue, or the 
income in perpetuity. In a case in 1921, in which 
the Dr. Barnardo’s Homes were interested, a share 
of testamentary residue was bequeathed to the 
Homes, but it took a long time to wind up the 
estate and the residuary fund was not ascertained 
till more than a year after the testator’s death. 
During that period the estate remained in the 
hands of the executors of the testator, and, of 
course, @ large amount of income fell in and went 
to swell the residuary fund, of which the proper 
share was ultimately paid to the Homes. There was 
no difficulty in ascertaining the income for that 
period as distinct from capita), and the Homes 
claimed repayment of a share of the income tax 
borne by that income corresponding to their share 
of the residuary estate. The claim was rejected by 
the House of Lords on the short ground that, up 
to the date when the residuary account was settled 
and ascertained, the income was the income not 
of the beneficiaries, including the Homes, but of the 
executors, and therefore that the statutory exemption 
of the investment income of charities could not 
apply, for there was no income of the Homes to 


which to apply it. No doubt the Homes received 
more money than they would have done if no income 
had come in, but all income that did come in during 
the period in question was received by the executors, 
was carried by them to a common fund, lost its 
identity as income altogether, and simply went to 
swell the residuary estate. 


This was considered to show that the law went 
too far, and so an amendment was made in the 
Finance Act, 1922. Sect. 30 provides that the 
doctrine laid down in the Barnardo case is applicable 
for the first year after the testator’s death, but 
that if distribution shall be delayed beyond the 
year the charity’s exemption right shall operate 
upon its share of. the income accruing after the 


expiry of the year, though received by the executors. — 


That amendment is restricted to the case ‘‘ where 
a charity is entitled to the residuary estate of any 
testator,” that is, to the capital, which may or 
may not cover the case of right to only a share 
of the residuary estate. 


In the Samaritan Society’s case there was a 
trust for application of the income of the testator’s 
residuary estate for the benefit of the charity, and 
it was admitted that the Society was entitled to 
the whole income from the day of death of the 
testator. Indeed, before the residuary fund was 
ascertained, very considerable sume were actually 
paid out to the charity and earmarked as income. 
Not unnaturally, therefore, the Society said it was 
income, and was its income, and claimed refund 
of income tax on it. The “income” in question 
came to £9,500, and obviously tax on that sum 
represents a valuable stake. The testator died on 
August 81st, 1917, and the account of the residuary 
estate was closed on August 3lst,1919. The £9,500 
represented the income—or, otherwise, an amount 
equal to the income—which accrued in those two 
years. The charity’s claim was rejected by the 
Department because, until the residuary estate was 
ascertained, all income was that of the executors, 
and not of the charity. The charity said that the 
Barnardo case did not apply, because in that case 
the legacy was of the capital, whereas here it was 
only of the income, and so the theory of executors’, 
and not legatee's, income did not apply, and refund 
ought to be given as well before as after the 
ascertainment of residue and the settling of the 
residuary account. On the other hand, the Crown 
had the standing plea that, till residue is ascertained, 
there can be no beneficiary’s income, and that was 
not till August, 1919. As to the charity’s argument 
that in this respect a gift of income is in a more 
advantageous position than a gift of corpus, the 
Attorney-General was prepared to argue that a 
perpetual gift of income is a gift of corpus, for 
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which certainly there is a good deal to be said. | represented by shares in the company, to trustces 
On that view, the Barnardo decision would exactly | to hold upon the trusts of a deed to which the 
apply, and though, as we have seen, that has now company and the trustees were parties for the 
been cut down to one year, that change in the law’ purposes of the fund, to be administered by a 
could not aid the Samaritan Society, for it was made | committee in accordance with rules contained in 
only in the Act of 1922, while the years here in a schedule to the deed. 
question were 1917-18 and 1918-19; of course, the | 

‘profits of the year for the purpose of computing 
the firm’s assessment to income tax. It was held 


1922 Act is not retrospective. 


Mr. Justice Rowlatt rejected the charity’s claim 
on the “narrow” ground that up to August, 1919, 
the Society had no ‘“income”™ from this bequest. 
No doubt the Society benefited from income being 
there, but it was the executors’ income. The sums 
paid out to the Society were only ‘‘sums equal to 
the income.’ A shilling is not twelve pennies, 
though it is equal to twelve pennies. The learned 
Judge calls this narrow, and so it is. Accepting the 
judgment as good, it does not follow that the state 
of the law is not bad. It may be thought that the 
distinction, or attempted distinction, on which it 
rests is so obviously absurd that it is only under 
a bad state of the law that a judgment to this effect 
can be good law. The real truth, of course, is that 
in this region we are on the fringe of a very big 
administrative issue, namely, the relation of charities 
to taxation. Any exemption of charities from taxes, 
or from tax-aided rates, is a partial negation of the 
voluntary system, and a partial admission of the plea 
for State-aid. And the whole confusion which exists 
is, as bas already been said, a first-class object 
lesson in the way in which we in this country 
persistently prefer to muddle through. And, no 
doubt, allowance being made for temperament, 
there is much to be said for it. 


Benevolent Funds and Income Cax 


Secr. 82 (1) (a) of the Finance Act, 1921, which 
applies only to superannuation funds, provides that 
no exemption from income tax is to be allowed in 
respect of any contribution by an employed person 
which is not an ordinary annual contribution, and 
where a contribution by an employer is not an 
ordinary annual contribution it is to be treated as 
the Commissioners may direct, either as an expense 
incurred in the year in which the sum is paid or as 
an expense to be spread over such period of years 
as the Commissioners think proper. 


In Rowntree v. Curtis (1925), a firm having 
made large profits in a certain year decided to 
devote a portion of them to a fund for the benefit 
of employees in the alleviation of distress, invalidity 
and misfortune, and transferred the sum of £50,000, 


The company claimed 
that the £50,000 ought to be deducted from the 


that the fund so created not being money wholly 
and exclusively laid out or expended for the purposes 
of the company’s trade or business, but being 
money withdrawn from the business and devoted 
to charitable purposes, could not be deducted from 
the company’s profits for the purpose of ascertaining 
the income tax payable. 


This case was distinguished from Hancock vy. 
General Reverstonary, &c., Company (1919), where 
it was held that a lump sum paid for an annuity 
granted to an employee is a business expense not 
in the nature of capital expenditure, and is an 
admissible deduction from the trading profits in 
computing liability for income tax. In Smith v. 
Incorporated Council of Law Reporting (1914) the 
council, a limited company, gave a gratuity of £1,500 
to one of its staff. The £1,500 was included in its 
trading account for 1911 as expenditure, and an 
additional assessment to income tax under Schedule D 
was made of £500, one-third of £1,500, in respect of 
their profits for the year. The council contended 
that the £1,500 was allowed to it as a business 
expense in calculating the profits for the year for 
income tax purposes, which the Commissioners 
agreed to. Mr. Justice Scrutton held that the 
question whether the £1,500 could be deducted from 
the council's profits as being ‘‘money wholly and 
exclusively laid out or expended for the purposes 
of respondent's business’’ within the meaning of 
Rule 1 of the 1st and 2nd Cases in Schedule D 
was a question of fact for the Commissioners, and 
that as there was evidence to support their finding 
of fact, their decision was final. 


In British Insulated and Helsby Cables, Limited, 
v. Atherton (1926) the appellants inaugurated for 
their employees a pension scheme to which both 
the appellants and their employees were to contribute 
a percentage of the wages, and, for the purpose of 
providing the capital sum necessary in order that 
past years of service of the then existing staff 
should rank for pension, the appellants in addition 
contributed a sum of £31,784 to form a nucleus. 
It was held by the House of Lords that in calculating 
their profits under Schedule D of the Income Tax 
Act, 1842, the appellants were not entitled to deduct 
the said sum in the year in which the contribution 
was made. 


of = FD nn A -_ —~» 


A — ae : 
ir i Be : . 4 e a : ; 
a #8 
4 
‘i ———_———— ee 000 mn = 
poe | 
2a. , 
ene | 
ety | 
7 a3 ' 
r / ' 
; 
: 
Pron: 
| ee | 
a | 
f | 
ce 
ve 
ah 
ait 
is | 
af. 
t 
eo 
ee 
‘igh : 
7 . 
a: : 
Bar : 
ea 
oe 
Ra a! | 
a 
ey ’ —_——— | 
‘ ; c 
S ‘ | ee ; 
> Be a 
~ : aad 
en fi 
i . t! 
: \ 
ea | 4 
si 
é ti 
J 
| . 
a . 
, a ir 
a y 
we 
a 
: e: 
ap au 
oh + 
toe cl 
ce, 8¢ 
= w 
3 : 7 
ii 
ae ' 
ae. | . 
ae ) e a: af et ii 
Bee? > ed Gerri: 


December, 1926.) 


rine 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 71 


This case was similar to that of Rowntree’s, one 
being a pension fund and the other an invalidity 
fund; both of these cases were decided in favour of 
the Crown, whereas Smith's and Hancock’s cases 
were against the Crown. All the above cases are 
similar in that they all concerned the payment of 
a lump sum, though it is difficult to distinguish 
the two sets of cases. 


The Solicitors’ Journal pertinently remarks that 
in the Smith case it was clearly laid down that 
the payment of a lump sum as gratuity was not 
necessarily capital expenditure, and not necessarily 
taxable because it was a gratuity, and suggests it 
is difficult to see why this ruling does not govern 
all the cases if Smith’s case is right. It asks— 
if a firm or a company wishes te give uncovenanted 
benefit to employees, should 35 per cent. of what 
they can spare be confiscated ? and suggests a section 
in the next Finance Act to meet the difficulty which 
might he retrospective. 


CONTRIBUTORY PENSIONS & NATIONAL 
HEALTH INSURANCE. 


(ConTRIBUTED.) 


The following resumé of certain provisions of the Widows’, 
Orphans’ and Old Age Contributory Pensions Act may be of 
interest to those who have elected to come within its scope as 
Voluntary Contributors. The benefits conferred may not be 
substantial in amount, but they are undoubtedly of much 
greater value, in relation to the extremely small contribution 
payable, than any life or sickness assurance policies on 
the market. 

Conrrisurions.— The combined health and _ pensions 
contribution for a voluntary contributor with an income of 
over £250 per annum is ls. 4d. per week, say £3 10s. per 
annum for men, and lld. per week, say £2 8s. per annum 
for women, this being in each case 2d. per week less than 
the standard rates since medical benefit is not provided. 
Voluntary contributors must keep up an average of at least 
45 contributions per annum (including weeks of duly notified 
sickness), otherwise their insurance lapses, causing loss of 
title to benefit. Contributions cease at the age of 70 up to 
January 2nd, 1928, thereafter at the age of 65. 

Benertts.—The benefits conferred under the joint scheme 
are as follows :— 

A.—Pensions.—(1) Widows (title acquired after two years 
insurance, with 104 contributions actually paid; if over four 
years have elapsed since date of last entry into insurance,* 
an average of 26 contributions must have been paid during 
each of the last three years). 10s. per week to the widow of 
an insured person up to the age of 70, together with 
children’s allowances up to the age of 14 (or 16 while at 
school) of 5s. per week for the eldest such childé and 3s. per 
week for the remainder. 


(2) Orphans (title as in (1)—both the insured person and 
his wife being dead). 7s. 6d. per week per orphan up to the 
age of 14 (or 16 while at school). 


(3) Old Age Pensions at 65 (title acquired after five years 
insurance, with 104 actual contributions paid,* subject to 
an average of not less than 39 contributions including weeks 
of duly notjfied incapacity, in each of the last three years). 
(a) Insured Person—10s. per week from age 65 to age 70. 
(b) Wife of Insured Person—10s.. per week from age 65 to 
age 70, provided the husband has already acquired a title 
‘to Old Age Pension as in (3) (a). 


(4) Old Age Pensions at 70. At age 70 both widows 
pensions (1) and Old Age Pensions (3) (a) and (b) merge 
into old age pensions under the existing Old Age Pensions 
Acts (1908-1924), but without any ‘‘ means” disqualification 
whatsoever. 

Pensions (1) (2) and (3) (b) enumerated above do not, of 
course, apply to female contributors. 


B.—Heatri Insurance.—(1) Sickness Bene/it (title acquired 
after 26 weeks of insurance and 26 contributions).—Full 
standard rate (after 104 weeks of insurance and 104 
contributions paid) 15s. per week (men) and 12s. per week 
(women) for the first 26 weeks of certified incapacity 
(modified rates in force where over 26 but under 104 
contributions have been paid). 


(2) Disablement Benefit (title acquired after 104 contri- 
butions).—7s. 6d. per week (men and women) from the twenty- 
seventh week of certified incapacity onwards during the 
duration of the illness up to the date when it merges into 
an Old Age Pension (age 70 up to January 2nd, 1928, age 
65 thereafter). 

(3) Maternity Benejit (title acquired after 42 contributions), 
40s. ; 

(4) Medical Benefit.— Free medical attendance andmedicine; 
but voluntary contributors with an income of over £250 per 
annum are not eligible for this benefit (see under contributions). 


(5) Additional Benejsits.—These vary according to the 
financial state of the particular society (as disclosed by 
the periodic valuation) and are administered under duly 
approved schemes. Most societies, in addition to granting 
dental, ophthalmic, nursing home or other benefits, supplement 
the sickness and di-ablement benefit very materially, in many 
cases, bringing sickness benefit (men) up to £1 per week and 
disablement benefit up to 10s. per week or more. 


While these benefits are not very substantial in amount, as 
a ‘‘yalue for money” proposition they are far ahead of 
anything in the competitive insurance world. The reason is 
that the contributions are actuarially calculated on the basis 
of entry into insurance at age 16, the State crediting to 
the societies reserve values representing the equivalent of the 
accumulated balance of contributions lost through the entry 
of persons at later ages. Moreover expenditure on Health 
Insurance benefits is met to the extent of two-ninths by 
Exchequer grants, while on the pensions side the Treasury 


* See note under ‘‘ Contributions." 
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are to pay into the Pensions Fund £4,000,000 per annum 
for the next ten years, and thereafter such sums as Parliament 
may determine. 


Another most important factor is that the State scheme is 
national in its characfer, its basis being the compulsory 
insurance of the entire industrial population of all ages 
up to 65, irrespective of their personal circumstances and the 
degree of liability involved. Without this broad foundation 
the superstructure of voluntary insurance, practically confined, 
as it will be, to those who stand to benefit by coming in, could 
not actuarially exist without much higher rates of premium. 


Even leaving the National Health benefits out of account 
altogether, the pensions cover alone is substantial. But the 
National Health Benefits themselves should not be despised. 
The average voluntary contributor may not, it is true, 
trouble to apply to his society for benefit in respect of 
every short illness, but over a lengthy illness the sickness 
benefit would go a long way to meet the doctor’s bills 
and other abnormal expenditure. A greater boon still, 
however, is the disablement benefit, thanks to which an 
insured person who suffers a complete breakdown in health 
and is permanently incapacitated for work, is assured of at 
least 7s. 6d. (in most societies increased to at least 10s.) per 
week, irrespective of any other means he may have, right 
up to the age of 65, when an old age pension will 
take its place. Admittedly, the most that can be said 
for these benefits is that they are a provision against complete 
destitution, but that is no reason for despising them as 
being unworthy of consideration. The prudent man will 
rather use them as the nucleus of such adequate provision 
against unforeseen contingencies as he can possibly afford. 


Another and final point for consideration is that the scheme 
being in its essence a contributory one, self-supporting except 
for the State grants already mentioned, the man who has 
elected to come within its scope can accept the benefits 
to which he is entitled without any feeling that he is 
receiving charity, or being in any way ‘‘ pauperised.”’ 
Moreover, it can be anticipated that as the years pass this 
State scheme will become more and more a normal feature of 
our social system, for, as the value of the benefits 
becomes more widely known and appreciated, a greater 
and greater number of persons will, on ceasing to be 
compulsorily insured in their earlier working life, elect as 
a matter of course (if so qualified) to remain within the 
scope of the scheme as voluntary contributors. 


The foregoing article attempts merely to give a general 
outline of the main provisions of the scheme, and does not 
purport to be exhaustive. Those interested or likely to be 
eligible to become voluntary contributors can obtain further 
information from the responsible Departments, viz :— 


In England—The Ministry of Health, Whitehall, London 
(or district offices). 


In S:otland—The Scottish Board of Health, Edinburgh 
(or district offices). 


In Northern Ireland—The Ministry of Labour, Belfast; or 
from the approved society which the applicant, if eligible, 
intends to join. 


Society of Incorporated Accountants and 
Auditors. 


COUNCIL MEETING. 


A meeting of the Council was held in the Council 
Chamber, 50, Gresham Street, London, E.C., on Thursday, 
November 4th, when there were present :—Mr. Thomas Keens, 
President, in the chair; Mr. Henry Morgan, Vice-President ; 
Mr. D. E. Campbell (Wolverhampton), Mr. Arthur Collins 
(London), Mr. E. Cassleton Elliott (London), Mr. Walter 
Holman (London), Mr. Richard Leyshon (Cardiff), Sir James 
Martin, J.P. (London), Mr. C. Hewetson Nelson, J.P. 
(Liverpool), Mr. James Paterson (Greenock), Mr. W. H. Payne 
(London), Mr. W. Paynter (London), Mr. Arthur E. Piggott 
(Manchester), Mr. G. S. Pitt (London), Mr. J. Stewart 
Seggie (Edinburgh), Mr. Richard Smith (Newcastle-on-Tyne), 
Mr. Alan Standing (Liverpool), Mr. Perey Toothill (Sheffield), 
Mr. A. H. Walkey (Dublin), Mr. F.Walmsley, J.P. (Manchester), 
Mr. R. T. Warwick (West Hartlepool), Mr. F. Ogden Whiteley, 
O.B.E. (Bradford), Mr. E.W.C. Whittaker, J.P. (Southampton), 
Mr. W. McIntosh Whyte (London), Mr. A. E. Woodington 
(London), and Mr. A. A. Garrett, B.Sc., B.A., Secretary. 


Apvlogies for non-attendance were received from Sir Charles 
Wilson, M.P., LL.D. (Leeds), Mr. William Claridge, M.A., J.P. 
(Bradford), and Mr. W. Bateson (Blackpool). 


A letter was received from Lieut.-Colonel James Grimwood, 
C.B., D.S.O., resigning his seat on the Council. It was 
resolved that the resignation of Lieut.-Colonel Grimwood be 
accepted with regret and that an expression of the thanks 
of his colleagues be forwarded to him for his services to the 
Society. 


Honorary MEMBERSHIP OF THE SOCIETY. 


The President presented to de Heer E. van Dien, Amsterdam, 
his Certificate of Honorary Membership. 


INTERNATIONAL CONGRESS OF ACCOUNTANTS, AMSTERDAM. 


On behalf of the Council, the President handed formally 
to de Heer E. van Dien, President of the Congress, and to 
de Heer G. W. Frese, Hon. Secretary of the Congress, 
inscriptions of the resolution of thanks passed at the last 
meeting of the Council. (A full report of these proceedings 
is included in another column.) 


Mr. Georee StTannope Pirrt. 


At the request of the President, Mr. F. Walmsley, Senior 
Past President, presented to Mr. Pitt an inscription of the 
resolution of thanks for his services as President for a 
period of three years which was passed at the last Annual 
General Meeting of the Society. 


SoutrH AFRICA. 


The Council received a report from Mr. G. 8. Pitt of his 
visit to the members of the Society in Cape Town, Johannesburg 
and Durban respectively, and of his meetings with the 
South African Committees, Eastern and Western Branches. 
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Presentation of Diploma of Honorary Membership ofsthe Society of Incorporated Accountants and Auditors to Mr. E. van Dien, November, 1926. 
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Approval was given to proposals for the formation of an | ACTION FOR NEGLIGENCE FAILS 


Advisory Council for South Africa, in addition to the | 
continuation of regional committees in Cape Town and | 


Johannesburg, and for the constitution of such a committee 
for Natal in Durban. 


Sourn AMmerIca. 
The Council received a communication from Mr. J. Monteith 


Drysdale, M.A., C.A., F.S.A.A., as to the position of the M Adél tel : 
profession in South America, and making certain suggestions | ate a Ao. el, against Messrs. Annan, Dexter & Co., 
in regard to the Society's members who are professionally | artered Accountants. : 


engaged in that part of the world. It was resolved that the 
thanks of the Council be forw wded to Mr. Monteith Drysdale 
for his communication and for his proposals, which were 
generally acceptable. 


New District anp Srupents’ Societies. 

It was resolved to sanction the formation of District Societies 
in Swansea; also in Cumberland and Westmoreland. It was 
reported that an Incorporated Accountants’ Students’ Society 
in Dablin had been formed, to which approval was given. 


Exvecrriciry (Suppiy) Brun, 1926. 

The Council considered generally the operation of clauses in 
this Bill, and requested the President and Vice-President 
to take such action as they deemed to be necessary in the 
interests of the Society’s members. 


ExamIner IN Scots Law. 

The Council appointed Mr. W. H. Stevenson, M.A., LL.B., 
Advocate, Edinburgh, Examiner in Scots Law, in the place 
of Mr. J. Rissik Marshall, B.A., LL.B., Advocate, whose 
resignation was accepted, with thanks for his past services. 


INCORPORATED ACCOUNTANTS’ 
MASONIC LODGE. 


The installation meeting of the Incorporated Accountants’ 
Lodge, No. 4255, was held at the Hotel Cecil, London, on 
Tuesday, November 2nd. The retiring Master, Mr. Marmaduke 
Widdowson, presided at the opening of the Lodge and con- 
ducted the installation ceremony. The new Master, Mr. Henry 
Morgan, invested his officers as follows:—Mr. J. Robinson, 
Senior Warden; Mr. J. C. Fay, Junior Warden; Mr. W. H. 
Payne, Treasurer; Mr. H. T. Gore Gardiner, Secretary ; 
Mr. R. A. Witty, Director of Ceremonies; Mr. W. C. Chaffey, 
Senior Deacon; Mr. A. Anderson, Junior Deacon; Mr. E. G. 
Bourne, Assistant Director of Ceremonies; Mr. H. J. Burgess, 
Almoner; Mr. M. J. Faulks, P.A.G.D.C., Organist; Mr. A. V. 
Huson, Assistant Secretary; Mr. R. Ashworth, Mr. C. W. 
Legge, and Mr. R. E. Johnstou, Stewards; and Mr. J. W. 
Yacomen, Tyler. 

A Past Master’s Jewel was presented to the Immediate Past 
Master by the Worshipful Master, who thanked him for his 
services to the Lodge during the past year. 

At the banquet subsequently held there was a large 
gathering of members and visitors. The Master, Mr. Henry 
Morgan, proposed the Loyal and Masonic toasts and the toast 
of the Grand Officers, which was responded to by Sir Stanley 
Machin, P.G.T. The toast of the Worshipful Master was 
proposed by Mr. Marmaduke Widdowson, and honoured with 
enthusiasm by the members. Sir James Martin, P.G.D., 
proposed the toast of the Immediate Past Master, to which 
Mr. M. Widdowson responded. The toast of the Visitors was 
proposed by Mr. Rh. A. Witty, and responded to by Mr. F. 8. 
Gaylor and two other visitors. ‘‘ The Officers of the Lodge” 
was also submitted and duly honoured. 
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MOORE v. ANNAN, DEXTER & CO. 


Judgment. 

In the Chancery Division on November 9th, Mr. Justice 
Astbury gave judgment in the action brought by Sir Harold 
Moore, Chartered Accountant, the trustee of the property of 


His Lordship said the action was brought to recover 


negligence and breach of duty as accountants and auditors. 
The plaintiff was the trustee of the property of Mrs. 
Adéle Apfel, a bankrupt against whom a receiving order was 
made in July last year, followed by adjudication. The 
defendants were Chartered Accountants, and from May, 1922, 
down to the commencement of her bankruptcy Mrs. Apfel 
carried on business as a skin and fur merchant at 
41, Queen Street, London, under the style of A. Apfel. 
She took an active part in the conduct of the business, but 
employed her two sons, Edwin and Harry, as managers at a 
weekly salary. The statement of claim alleged that the 
bankrupt employed the defendants to audit the accounts of 
her business for the period ending December 31st; 1922, that 
was for eight months, and for twelve months ending 
December 31st, 1923. It was alleged by the plaintiff that 
during the periods covered by the audit the bankrupt’s two 
sons, who were authorised by her to sign and draw cheques 
on her bank, drew from the business and converted to their 
own use large sums of money which were paid into their 
private accounts. In February, 1926, the two sons were 
charged at the Central Criminal Court on indictments, as 
against Edwin for fraudulent conversion of the sum of 
£15,963, and against Harry for the fraudulent conversion 
of £9,583. Edwin pleaded guilty and was sentenced to 
fifteen months imprisonment; Harry pleaded not guilty, 
and the charge against him apparently was not pressed, and 
he was discharged. Harry had since died, and Edwin was 
undergoing his term. In June, 1925, Mrs. Apfel executed a 
deed of assignment to Mr. Bostock, partner of the defendant 
firm, as trustee for the benefit of her creditors. On June 25th, 
1925, a meeting of her creditors took place at which Mr. 
Bostock was present, and a statement of her affairs prepared 
by the defendants showed a deficiency of £30,537, included 
in which was the sum of £24,533 due to her from her two sons. 
The plaintiff asserted that by reason of the injury to the 
bankrupt’s estate, it had suffered damage from the negligence 
and. breach of contract by the defendants as auditors and 
accountants in respect of their audit of the accounts up to 
December 31st, 1922, and December 31st, 1923. The case 
made against the defendants was of a particularly grave 
character. The actual negligence alleged was limited tu 
the defendant’s conduct during the eight months of 1922 
and the twelve months of 1923 in respect of two sets of 
bonuses and over-drawings by the two sons. No charge of 
fraud or dishonesty was made against the defendants. 


Prior to Mrs. Apfel commencing to carry on her business 
in May, 1922, her husband had carried on a similar business, 
which on his death was found to be insolvent, with a 
deficiency approaching £200,000. Mr. Bostock was concerned 
in that matter. A deed of assignment for the benefit of the 
creditors of the old business was executed by the sons as the 
surviving partners of the father. Ultimately an arrangement 
was made by which the creditors agreed to accept a 
composition of 3s. in the pound. Both the sons were also 


There was an excellent programme of music and the 
proceedings throughout were most enjoyable. 


insolvent, and they executed on their own behalf deeds of 
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assignment to Mr. Bostock for the payment of their private 
debts, and a composition was accepted by their creditors. 
Mrs. Apfel started a fresh business with a borrowed capital 
of £8,000. By reason of what occurred before the employ- 
ment of the defendants by Mrs. Apfel, and of what was 
discovered afterwards, an atmosphere of fraud and suspicion had 
been introduced into this case. The points he (the Judge) had 
to decide were (1) what exactly the defendants were employed 
todo; (2) what they knew or ought to have known during 
that period; (3) what they brought to the notice of their 
employer; and (4) what relief, if any, the trustee in bank- 
ruptey was entitled to in Mrs. Apfel’s absence, and without 
the assistance of any evidence from her. Mr. Bostock and 
Mr. Lovatt were the two partners concerned in this employment. 
During the time Mrs. Apfel carried on her business, and while 
the defendants were employed by her, she never personally 
attended the place of business, and left the whole management 
to her sons. There had been a considerable discussion 
during the hearing of the case as to the character of the 
defendants’ employment. The plaintiff alleged that they 
were employed as auditors with all the responsibility attaching 
to that sort of employment. Defendants, on the other hand, 
alleged that they were only employed as accountants to 
prepare on Mrs. Apfel’s behalf such accounts as were necessary 
for the purpose of filling in her income tax returns for 1922 
and 1923. A demand for such a return for 1922 from the 
Inspector of Taxes was handed to the defendants by one of 
the sons, and the defendants replied that they hoped to have 
accounts prepared in six weeks. Later, the defendants were 
similarly instructed to prepare a return for 1923. In order to 
carry out their instructions the defendants had a consider- 
able amount of work to do on the business books, which were 
badly kept. Later they charged Mrs. Apfel for the preparation 
of accounts and auditing of her books. It had been contended 
by plaintiff that having regard to that charge they were 
employed as auditors as wellas accountants. As his Lordship 
understood the contention, it was said, and he thought truly, 
that an auditor who was instructed to make a full audit of 
business books was responsible not only for getting out such 
accounts as the books appearei to show but for ascertaining 
the true position of the business, whether disclosed properly 
by the books or not. The defendants’ contention was that 
they were only employed, notwithstanding their charges as 
accountants, to prepare income tax returns, and it was also 
contended by them, and again he thought rightly, that if that 
was the only character of their employment they were not 
responsible for the entries in the books, as to their correctness 
or otherwise. There were two forms of certificate which such 
professional men a3 the defendants were in the habit of 
giving. One was an audit certificate stating that the accounts 
to which they put their hands reflected the true position of 
the business, and the second was a certificate that, treating 
the books for what they were worth, the accounts prepared 
reflected—and only reflected—the position of the business as 
shown in the books. He had heard Mr. Bostock, Mr. Lovatt, 
and their clerk give evidence, and he was satisfied that notwith- 
standing the form of charge which was sent in, Mr. Bostock 
and Mr. Lovatt believed that they were doing accountancy 
work only. Their certificate was:—‘‘ prepared from the 
books of Mrs. Adele Apfel and in accordance therewith.” 
That was certainly not an ordinary certificate of an auditor; 
but one they would expect if the work was only the getting out 
of income tax returns. It had been proved during the hearing 
what he thought was unknown to the plaintiff when he 
commenced this litigation, that the whole of the drawings of 
the sons during the first eight months were obtained by 
cheques, signed by Mrs. Apfel herself. When the defendants 
ascertained these large drawings they asked the sons for an 


explanation, and were told that their mother had agreed that 
they should havea bonus out of the business. The defendants 
properly said they could not sign the accounts unless this 
bonus matter was cleared up, and they asked the sons to 
obtain from their mother information as to-whether she had 
assented to these bonus drawings. Two letters were obtained 
by the sons in identical terms stating that the mother had 
placed to their credit the sum of £1,000 each as a bonus. 


Having obtained these letters the defendants prepared the 
balance-sheet for 1922. His Lordship asked himself—where 
was there any negligence by thedefendants? Notwithstanding 
the deficiency on the father’s business, that of Mrs. Apfel in 
eight months made a gross profit of £4,830. The whole of 
the drawings of the sons were by cheque signed by Mrs. Apfel, 
and the bonus letters were signed by her. Having carefully 
scrutinised Mr. Bostock and Mr. Lovatt in the witness box 
as to their evidence and demeanour, his Lordship believed 
them when they said that no suspicion entered their minds 
with regard to this first period of eight months, and that they 
believed their bulance-sheet and profit and loss account truly 
reflected the result of the books in so far as the income tax 
returns had to be prepared from them. 


His Lordship next dealt with the yeur 1923, and said for 
the period ending December of that year the defendants also 
prepared a profit and loss account and balance-sheet, and on 
the balance-sheet they gave the same limited certificate, and 
these documents were finally settled and signed on June 11th, 
1924. In the profit and loss account were two sums of £1,500 
each taken by or paid to the sons by way of bonus out of the 
business during the year. 


The balance-sheet showed a profit of £1,014, although as 
a matter of fact. the book profit for this year, apart from 
Mrs. Apfel’s drawings and the two bonus sums, amounted to 
£3.341. Under the heading of *‘sundry debtors and debit 
balances,’’ amounting to £18,052, there was a very large 
overdrawn sum standing to the debit of the two sons. 
During 1923 the sons were drawing almost daily large sums 
out of the business. At the end of the year Edwin’s drawings 
amounted to £6,025 and Harry’s to £4,892. After deducting 
credit items appearing in the books there was a balance of 
£3,678 to the debit of Edwin and £2,658 to the debit of 
Harry. From these two figures there was deducted in each 
case the bonus of £1,500, which left an overdrawing by Edwin 
of £2,178 and by Harry of £1,158, amounting together to 
£3,634. In the books in October, 1923, there appeared a 
credit of £1,000 to each of the sons. That had been referred 
to by counsel for the plaintiff as ‘‘a shameless juggle.” That 
was entered in the business books which the defendants had 
to deal with for the purpose of getting out the income tax 
returns. The two partners in the defendant firm did not 
actually see it, but it was dealt with by an experienced 
clerk of theirs. An order of the Court had been obtained 
under which the Court had decided that any surplus of 
assets of the old business over and above the sum sufficient to 
pay the 3s. in the pound composition belonged to the two sons. 
That was obtained at the instance of Mr. Bostock, and he had 
told his Lordship that when he ascertained that there would 
be this surplus he consulted his solicitor as to what he ought 
todo. Whether the advice that he obtained was good, bad or 
indifferent it did not seem to his Lordship to matter, if he 
acted honestly. He took his solicitor’s advice: a summons 
was taken out, counse) appeared, and the Court decided that 
the surplus was payable to the sons. Whether everybody had 
forgotten that a large portion of it ought to have been payable 
to Mrs. Apfel his Lordship did not know, but Mr. Bostock, 
acting on his solicitor’s advice—and as far as his Lordship 
could see, honestly—was told by the Court that the surplus 
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was payable to the sons. With regard to these two credits of 
£1.000 a cheque was drawn for £2,000 payable to the old firm 
of Apfel Brothers. The cheque was paid into Mrs. Apfel’s 
new business account. On the same day two cheques were 
drawn on that account for £1,000 each, payable to the two 
sons, and on the same day these cheques were paid by the 
sons into Mrs. Apfel’s business account. It was said that 
as the surplus moneys were payable to the two sons, the 
surviving partners of Apfel Bros., and as the assets out of 
which they were payable were in Mrs. Apfel’s possession and 
under her control, it was carrying out the order of the 
Court: that out of these assets payable to the sons Mrs. Apfel 
should pay to each of them the sum of £1,000, and that 
they being in possession of the payment could pay it back 
into the business account as against their overdrawings. 
Whether that was right or wrong, whether it was a juggle 
or not a juggle, what occurred was this as far as the 
defendants were concerned: their clerk saw these two credits 
in the books, and he made a special note of them in order 
to consider them. He knew that surplus assets were 
payable to the two sons, and from his knowledge of 
Mr. Bostock’s trusteeship in regard to the old business he 
came to the conclusion that these sums were not in excess 
of the sum which was ultimately payable to the sons, 
and he passed the credit in the books. His Lordship had 
heard him in the box, and was satisfied he did it honestly, 
and the defendants were not informed by him of it. There 
were two other items of credit, one of £400 credited to 
Edwin, and the other of £407 credited to Harry. These 
again were connected with moneys payable to the two sons 
under the order of the Court, and the same thing applied 
to them. With regard to the two bonuses of £1,500 each 
the same query was raised by the defendants with the two 
sons, and they were asked to obtain from their mother an 
acknowledgment that this was done with her knowledge 
and consent. On December 31st, 1923, two letters were 
written from 41, Queen Street, to Harry and Edwin, in the 
handwriting of one of the sons, and both signed by Mrs. Apfel, 
stating that she had credited their accounts with the sum 
of £1,500. The defendants acted upon these letters, and this 
left the overdrawings over and above the bonuses at £3,634. 

A great deal had very properly, and very naturally, been 
made of the staggering amount of overdrawing of these 
twosons. That they were in fact drawing moneys that the 
business could not stand was now perfectly obvious. But 
Mr. Bostock in the witness box said when he discovered the 
£3,634 debit balance after crediting the bonuses, he insisted 
upon Mrs. Apfel’s assent to it, and in addition to that he 
thought—and his Lordship had no doubt he honestly 
thought—that the surplus moneys still payable to the two 
sons out of the old business of Apfel Bros., and which the 
Court had said were payable to the sons, would be suflicient to 
meet the £3,634. Whether he was right in that or not it did 
not seem to his Lordship to matter if he was acting honestly. 
He got the lady’s assent to the bonuses, he got her assent to 
the overdrawings, and he thought it unnecessary to discuss 
with her whether the sons, whom she was allowing to draw in 
this way, were or were not able to meet their indébtedness 
when called on. He thought they were; whether they were 
or not did not seem to his Lordship very much te matter. On 
August Ist, 1924, the defendants forwarded to the 
Inspector of Taxes a balance-sheet and profit and loss 
account for the year 1923. On October 27th the Inspector 
wrote returning the account in order that Mrs. Apfel 
might certify that it was true and correct. That was done, and 
it was perfectly plain from the certificate on the balance-sheet 
for December, 1922, and December, 1923, that the Inspector of 
Taxes saw that it was a mere limited accountant’s certificate, 


and he required in addition the certificate of the proprietor 
of the business that the position therein shown was a 
correct and true position, and he got it. On November 17th, 
1924, the Inspector of Taxes again required further 
information, and, as in the case of the previous year, asked 
for particulars of sundry debtors and debit balances entered 
in the balance-sheet for December, 1923. On December 6th, 
the defendants answered the Inspector, giving him the exact 
figures of Edwin’s and Harry’s overdrawings, and the 
salaries and bonuses of the sons. ‘There was this year 
a similar audit charge as in 1922, the defendants writing: 
** We enclose a note of our charges for services rendered in 
connection with the preparation and audit of your accounts 
for December, 1923,” and the account was for professional 
services rendered in the preparation and audit of the 
accounts. In addition to that, on March 17th, 1925, 
the defendants sent in, or made an entry in their books :— 
‘*Mrs. Apfel—fee for services in connection with the 
adjustment of income tax liability, 100 guineas.’’ Mr. Bostock 
had explained that in this way: they had charged for the 
work on the books, put down the number of hours they 
worked, and in connection with these charges in the books 
they had various small accounts. With regard to the charge 
of 100 guineas, Mr. Bostock said—and his Lordship had seen 
the correspondence and he did not doubt him—in addition to 
preparing the books for the income tax returns they had a 
long correspondence with the Inspector for the purpose of 
trying to induce him to assent to the proposition that 
Mrs. Apfel’s business was a continuation of her husband’s 
business, and that therefore she was entitled to the three 
years average for the purpose of bringing down her profits. 
Mr. Bostock said that the 100 guineas was 1 connection with 
that special work. His Lordship had no reason to doubt it, 
and he accepted his evidence. He would now say a word 
with regard to the charge of negligence in connection with 
this period. The charge was again confined by the pleadings 
to the bonuses and overdrawings by the sons. The 
defendants knew that Mrs. Apfel was signing these cheques, 
that she expressly authorised her sons to draw on her 
account, and she said the bonuses were at the same rate 
as during the eight months period. She sanctioned and 
assented to the balance of the overdrawings amounting to 
£3,634. The defendants, before signing the balance-sheet 
for the income tax returns, obtained her written assent to 
both of the matters complained of, and they had again 


stated that in the whole circumstances which they had 


described their suspicions were not aroused, as they had 
Mrs. Apfel’s attention expressly drawn to the matters 
complained of and the result of them, and they were 
informed in writing by her of her sanction and assent. 
The defendants had sworn that the balance-sheet that they 
signed for 1923 reflected truly the result of the books to 
the best of their knowledge and belief, and his Lordship 
felt bound to accept their evidence as to this in the 
circumstances. As to the second question, what the 
defendants knew, or ought to have known, during the 
term of their employment, they knew about the collapse of 
the old firm and about the drawings that had been 
mentioned to the father and his two sons immediately 
prior to the collapse of the old business, but no evidence 
had been adduced as to the circumstances under which 
these drawings and the insolvency of the old firm took 
place, nor whose fault it was, and his Lordship was of 
opinion that the defendants were justified in believing that 
Mrs. Apfel trusted and believed in her sons when she 
started her business, largely, as appeared, for their benefit, in 
May, 1922. The defendants knew that she commenced her 


operations on borrowed capital and made considerable profits, 
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and they had no reason to suppose that she was not cognisant 
of what went on from day to day, or to suspect that she 
did not understand or intend the effect of the documents she 
signed. Although other accountants might have thought it 
wise in the circumstances to have acted differently, his 
Lordship was unable to hold that the defendants had such 
knowledge as made their conduct during this period of 
employment actionably negligent. 


The third question was what the defendants brought to 
their employer’s notice during their employment with regard to 
the charges made against them. The answer was that 
they obtained her written consent to the bonuses and the 
overdrawings, which were the only matters in respect of which 
they were charged with having failed in their duty. 


The last question was what remedy, if any, the plaintiff 
was entitled to in this action. His Lordship would refer to 
the manner in which the plaintiff sought to maintain his 
allegation of negligence notwithstanding the facts which he 
(the Judge) had attempted to explain. The plaintiff first of 
all said that this was an audit and not mere accountancy 
work and the preparation of the necessary materials for income 
tax purposes. Notwithstanding the defendants’ charges as 
for auditing, his Lordship was satisfied that the work that they 
were instructed to do and the work that they actually did do, 
was accountancy. Their certificates were given on that basis, 
and Mrs. Apfel herself had to give certificates required by the 
tax authorities, and the audit charges might have been 
intended to cover the work done on the business books 
preparatory to getting out the tax returns, or they might have 
been charged in error. Even if the plaintiff's view was 
accepted or ought to be taken, his Lordship was of opinion 
that it would not in this case entitle the plaintiff to succeed. 
The plaintiff's counsel, in his able and eloquent address, 
further contended that Mrs. Apfel’s position was never taken 
into consideration by the defendants at all, but that they 
acted throughout in the interest of her two sons. Apart 
from this being a charge of fraud not raised on the pleadings 
and disowned by the plaintiff himself, it was in his Lordship’s 
opinion disposed of by the defendants’ evidence. It was 
impossible to disguise from oneself the fact that the dishonesty 
and fraud of these two sons, which had now been discovered, 
had coloured the view and arguments put forward on the 
plaintiff’s behaif. A great deal was made of the fact that 
a number of the credits entered in the books against the sons’ 
overdrawings, especially in 1923, were probably bogus 
But the defendants’ attention was not called to that. They 


believed that the sons were acting with the knowledge and 


consent of their mother, that they were trusted by her, and 
his Lordship did not think they were to blame for having 
adopted a similar attitude. A great deal had been made of 
the covering up in the balance-sheet of the overdrawings and 
bonuses, but if the defendants were preparing, as he believed 
they were, accounts for the purpose of income tax, this was 
wholly immaterial, and he found that the defendants did not 
disguise the facts complained of from their employer. The 
matter really turned upon whether the defendants, employed 
as they were, had their suspicions aroused to the matters 
which had been pressed on behalf of the plaintiff. Having 
heard the defendants, he believed them when they said that 
they did not suspect the wrong which had now come to light. 


Another curious point was made: At the end of 1923 | 


the sons owed this business £3,000 odd in respect of 


overdrawings. Mr. Bostock thought that it would or 


might be a good debt. In the books for 1924 the appetite 
of these sons for robbing their mother appeared to have 
been considerably whetted by their success in 1923, and in 
the 1924 books these drawings went on to a monstrous 


extent. The defendants did not finally prepare their 
balance-sheet for 1923 until June, 1924, and it was said 
that having regard to what they knew of the overdrawings 
in 1923 they ought to have looked in the books for 1924— 
during which period they were not employed—for the 
purpose of ascertaining whether there was some robbery 
going on that they ought to have brought to Mrs. Apfel’s 
attention. His Lordship did not take that view at all. 
First of all they had no right to examine the books for 
1924, not being employed to do so, and he certainly was 
of opinion that they ought not to be prejudiced by what 
might have come to light if they had examined the 1924 
books. Mr. Bevan, for the defendants, submitted that the 
plaintiff could stand in no better position in this action 
than Mrs. Apfel would have done had she been plaintiff 
herself, and that even if the defendants had been employed 
to make a full audit, which he contended they were not, 
she could not have succeeded as to the matters complained 
of, no duty being owed by the defendants to anyone but 
her, and if she had been plaintiff her signed documents 
would have been sufficient to show her consent to, and 
knowledge of, the matters complained of unless she had 
given evidence to the contrary. In this case she had not 
been called and she had given no evidence, and there was 
no proof that she did not intend and understand the documents 
which she signed. As his Lordship had said, no allegation 
of fraud or bad faith was open to the plaintiff, and the 
contention of the plaintiff’s counsel against the defendants 
on that footing had been disproved or not pleaded, and had 
been disowned by the plaintiff himself. For these reasons 
the defendants contended that the principal charges in the 
pleadings, which were the only ones his Lordship was 
entitled to consider, had been sufficiently answered and 
disproved. He agreed with the contentions of the defendant’s 
counsel, and for the reasons he had given he was of opinion 
that the piaintiff’s case failed, and that the action must be 
dismissed with costs. 


THE INSTITUTION OF PROFESSIONAL 
CIVIL SERVANTS. 


The annual dinner of this Institution was held at the 
Hotel Cecil on November 12th. The chair was occupied 
| by Sir Richard Redmayne, K.C.B., President. 


Among those present were: The Right Hon. Ronald 
| MeNeill, M.P., Financial Secretary to the Treasury ; Sir Oswyn 
_Murray, K.C.B., Permanent Secietary to the Admiralty; 
Sir Russell Scott, K.C.B., C.8.I., chairman, National Whitley 
Council; Sir Joseph Burn, K.C.B., President, Institute of 
Actuaries; Sir Herbert Cieedy, K.C.B., K.C.V.O., Permanent 
| Under-Secretary of State for War; Sir Richard Hopkins, 
K.C.B., Chairman, Board of Inland Revenue; Sir Walter F. 
| Nicholson, K.C.B., Secretary of the Air Ministry; Dr. W. H. 
| Eecles, President, Institution of Electrical Engineers; Mr. V. 
| Dendy Watney, President, Surveyors’ Institution; Sir Arthur 
Whinney,K.B E.,l resident, Institute of Chartered Accountants; 
'Mr. A. A. Garrett, Secretary, Society of Incorporated 
' Accountants and Auditors; Mr. W. A. Middleton, O.B.E., 
| Deputy Chief Auditor and Secretary, National Insurance 
| Audit Department; Dr. J.C. Bridge, Chairman of the Council; 
| Sir William J. Berry, K.C.B., Vice-President; Mr. W. 
Dudbridge, F.S.A.A.; Mr. A. Goddard, ©.B.E., Secretary, 


| Surveyors’ Institution; Mr. F. A. A. Menzler, Hon. Secretary. 


The loyal toast having been honoured ,Sir Walter F. Nicholson, 
K.C.B., proposed ‘‘The Institution of Professional Civil 
Servants,” to which a response was made by the President. 
Dr. J. C. Bridge proposed the toast of the ‘‘ Guests,” to which 

_replies were given by Sir Oswyn Murray, K.C.B., and 


Dr. W. H. Eccles. 
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ett, Haronp Wriuramson (Revell & Revell), Prudential 


; | Rev 
Society af Incorporated Accountants and | baildings, Ne w Street, Huddersfield, Practising Accountant. 


Auditors. 


MEMBERSHIP. 


The following additions to, and promotions in, the Membership 
of the Society have been completed since our October issue :— 


ASSOCIATES TO FELLOWS. 

BeNnJAFIeLD, ARTHUR Joun (Davis & Benjafield), 30, Chamber- 
lain Street, Wells, Practising Accountant. 

Bennett, Horace Bramwett, M.C., 76, Victoria Street, 
Westminster, London, 8.W.1, Practising Accountant. 

CuURCHILL, ARTHUR CLAUDE (Bolton, Wawn & Co.), 48, West 
Sunniside, Sunderland, Practising Accountant. 

Corker, Haroup Frepericxk Seer (W. F. Corker & Son), 
19, Figtree Lane, Sheffield, Practising Accountant. 

Craven, Percy, Borough Treasurer and Accountant of Hornsey, 
Town Hall, Highgate, London, N.6. 

Croypon, JoHN Herbert (Spence, Paynter & Morris), 6, Ward- 
robe Place, Doctors Commons, London, E.C.4, Practising 
Accountant. 

Davey, Harry, Hyland Buildings, Wood Street, Wakefield, 
Practising Accountant. 

Dent, Toomas Exuis (C. Percy Barrowcliff & Co.), 55/57, Aibert 
Road, Middlesbrough, Practising Accountant. 

Dix, Watrer Barrincron (Kingscott, Dix & Co.), Eastgate 
House, E istgate Street, Gloucester, Practising Accountant. 

Epwarps, Ricuarp Henay (Joseph Carr, McCracken & Co.), 
Bank Chambers, 26, Mosley Street, Newcastle-on-Tyne, 
Practising Accountant. 

Fooxs, Wiiut1am Joun (J. Fooks & Son), 3, Park Place, Cardiff, 
Practising Accountant. 

Garrett, Heptey Ernest Aupert, F.C.A. (R. H. March, 
Son & Co.), 58, Mount Stuart Square, Cardiff, Practising 
Accountant. 

Gopxin, Jack Nort (Herbert Godkin & Co.), 8, 9, 10, 
De Montford Chambers, Horsefair Street, Leicester, 
Practising Accountant. 

Greex, Tuomas Gururie, 37, Saddler Street, Durham, 
Practising Accountant. 

Hamer, Cuarves Lamoray, A.C.A. (Chipchase, Wood & Co.), 
125, Albert Road, Middlesbrough, Practising Accountant. 

Harris, Freoertck WiuM, 28, New Bridge Street, 
London, E.C.4, Practising Accountant. 

Hennine, Cuartes Bernarp (Thomis & Co.), 5, South Street, 
Fiasbury, London, E.C.2, Practising Accountant. 

Horne, Hagoip Rearinatp (Nutt & Horne), St. James’ Chambers, 
St. James’ Street, Derby, Practising Accountant. 

Horsrietp, Autrrep (C. R. Scholes & Co.), Silver Street 
Chambers, Bury, Practising Accountant. 

Huspanp, Davin Henry, Adelaide House, Adelaide Street, 
Docks, Cardiff, Practising Accountant. 

Lanetey, Henry, 22, Basinghall Street, London, E.C.2, 
Practising Accountant. 

Laws, Ropert Monrcomery (Godfrey, Liws & Co.), Prudential 
Chambers, Luton, Beds., Practising Accountant. 

Lowe, Russeut Yorke (Charles L. Townend & Co.), Permanent 
Chambers, Halifax, Practising Accountant. 

McGii1ican, Micuaet, 29, Grange Road West, Middlesbrough, 
Practising Accountant. 

McKetuen, Norman, 20, Booth Street, Manchester, Practising 
Accountant. 

Mason, Tomas Haroxp, 4, Royal Arcade, Newcastle-on-Tyne, 
Practising Accountant. 

Moores, CHARLES SIDNEY, 
Practising Accountant. 

Movutper, Harry (Johnstone, Davies & Moulder), Central 
Chambers, High Street, Kidderminster, Practising 
Accountant. 

Norroik, Wavrer James (Cooper & Norfolk), 8, East Stockwell 
Street, Colchester, Practising Accountant. 

Piacorr, Hatvor (Arthur E. Piggott, Son & Southworth), 

56, Mosley Street, Manchester, Practising Accountant. 


15, Bedford Circus, Exeter, 


Kticec, Hersert James (J. Jackson, Saint & Co.), 22, Lowther 
Street, Carlisle, Practising Accountant. 

Rockwe.iL, Anstey Wirners (Alfred Newmarch & Rockwell), 
89, Pitt Street, Sydney, N.S.W., Practising Accountant. 

Sara, Tomas Scuortevp (C. R. Scholes & Co.), Silver Sireet 
Chambers, Bury, Practising Accountant. 

SprenpLove, Wiiu1am Henry, 3, New Street, Birmingham, 
Practising Accountant. 

SrarrorD, Ropert Henry (W.T. Walton & Son), 141, Fenchurch 
Street, London, E.C.3, Practising Accountant. 

Wess, Ernest, 34, Grand Parade, Brighton, Practising 
Accountant. 

Weir, AnprEw Ropertson (William Hart, Junr., & Wilson), 
61, West Regent Street, Glasgow, Practising Accountant. 

Westiake, Witiiam Coventry, 22, Portland Street, South- 
ampton, Practising Accountant. 

Yrarsiey, Arncurpatp (Trotter, Davies & Yearsley), 27, Brazen- 
nose Street, Manchester, Practising Accountant. 


ASSOCIATES. 


Brown, Leonarp Joun, Clerk to Cooper & Cooper, 49, Eastcheap, 
London, E.C.3. 

Catvert, Stantey, Deputy Borough Treasurer, Town Hall, 
Wallsend-on-Tyne. 

Crark, Epwarp Joun, c/o The Leopoldina Railway Company, 
Limited, Rio de Janeiro, South America. 

Davy, Rosert Lesute, Clerk to Carlill, Burkinshaw & Ferguson, 
2, Parliament Street, Hull. 

Fou.ps, Grorce Leonarp, Clerk to W. J. West & Ellis, 
Russell Chambers, King Street, Nottingham. 

Gisson, Joun Henry, Clerk to Forster & Craven, 28, Deansgate, 
Manchester. 

Hart, Norman Basset, A.C.A. (Stephenson, Smart & Co.), 
Barclays Bank Chambers, 81, High Street, Scunthorpe, 
Lines., Practising Accountant. 

Hootzy, Harotp Towxe, Clerk to Harry Harris & Co., 
2/4, East Circus Street, Nottingham. 

Nicnouson, Norman, Clerk to W. T. Walton & Son, 3, Scarbro’ 
Street, West Hartlepool. 

Parten, AntHony Cuartes, Clerk to Smedley, Bensusan- 
Butt & Co., 8, West Stockwell Street, Colchester. 

Parmer, Gitpert Joun, Clerk to Dutton, Armstrong & Co., 
4, Piccadilly, Manchester. 

Rapcuirre, James Drennan, Clerk to Crawford & Allen, 
5, Bedford Street, Belfast. 

Rosson, Ertc Joux, H.M. Inspector of Taxes, Finsbury 
2nd District, Salisbury House, London Wall, E.C.2. 
Rowpen, Franx Vivian, Clerk to Charles H. Wilson, 7, Greek 

Street, Leeds. 

Scater, Ivor Henry, Clerk to Ernest R. Bradley, 584, Christ- 
church Road, Boscombe, Hants. 

Surra, Harry, Borough Treasurer's Department, Borough of 
Southwark, Town Hall, Walworth Road, London, 8.E.17. 

Smirn, Joun Hanson, Clerk to Wm. Robertshaw & Myers, 
Barclays Bank Chambers, Keighley. 

Son1, Kisuen Prasapa, Clerk to Blandford, Widdowson and 
Simpson,Capel House,54,New Broad Street, London,E.C.2. 

Srastes, Gorpon Duncan, Clerk to Wilson, Martin & Co., 
36, Spring Gardens, Manchester. , 

Sranptey, Leste Georce, Clerk to James & Cowper, 
4, Walbrook, London, E.C.4. 

SrapLeTon, Reainaup Joun, Borough Accountant's Department, 
Municipal Offices, Northampton. 

SrerHenson, Joun ALFueD, Pilot Officer, Accountant Branch, 
Royal Air Force, Eastchurch, Kent. 

Sriuu, Jonn Wriit1am Hopeson, Clerk to Holmes & Snowden, 
Hepworths Chambers, 148, Briggate, Leeds. 

Surrett, Eric Georce, Clerk to Martin, Farlow & Co., 


50, Gresham Street, Bank, London, E.C.2. 
Surmertanp, Arraur, c/o The Harris Abattoir Company, 
Limited, Toronto, Canada. 
Youne, Writs Nicworas, Clerk to Maurice Thompson, 
34, Avenue Chambers, Bloomsbury Square, London, W.C 1. 
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Che Tork of the Accountant from 
the Point of Vietw of the 
Commercial Man. 


An Address delivered at a luncheon of the Manchester and 
District Society of Incorporated Accountants by 


Sin EDWIN STOCKTON, J.P. 
(Past President, Manchester Chamber of Commerce, &c.). 


GenERAL WoRK OF AN ACCOUNTANT. 


The first thing that I should expect from my accountant 
would be that he should see that the system on which my 
books were kept was as simple as possible, consistent with 
the showing of results clearly, and so far as possible, 
accounting for the quantities represented in my purchases 
and sales, as well as the cash received or paid on my behalf. 
As a merchant, I should request that when the yearly 
stocktaking took place, he should advise me as to the past, 
the present and the future. 


With regard to the past, I should desire to be told the 
result of the business; to compare it with the result of 
the previous year and to have the causes of the difference 
explained. He should tell me what changes have taken place 
as to the volume of business done, the rate of gross profit 
obtained on the goods in which I have dealt, and the cost 
in establishment charges. In reconciling the difference 
between the two years on which he has reported, he should 
state how much of the difference, in £ s. d., is due to 
increased or decreased volume of trade, how much to increase 
or decrease in percentage—that is, in the margin between 
buying and selling—and how much to increase or decrease in 
expenses, calling special attention to any unusual features. 
As to the present, he should acquaint me specially with the 
financial position, looking at the relationship of amounts due 
by me to suppliers and amounts owing to me by customers ; 
with the proportion of the stock on hand to turnover; with 
the state of the bank balance. He should also tell me in what 
form the profit made exists, or if, unfortunately, it is a loss 
how it has been financed. As to the future, he should be able 
to give me a lead on the effect of possible reductions in prices | 
charged on an assumed resultant increased trade, based on 
the same, or practically the same, establishment expenses, 
and the probable outcome of such a move. 


If my accountant were reporting to me as a manufacturer, 
I should expect him to do something in the way of costing. 
At any rate, to the extent of telling me, as far as possible, 


whether the quantities of raw material have been accounted 
for after allowing for waste, &c. Also I should look for 
information as to the relation of overhead charges to 
productive wases or output, and as to costs of production | 
generally. These matters would be additional to those under 
the head of ‘* merchant.” 


Generally, I should expect my accountant to have an 
elementary knowledge of political economy and some little 
acquaintance with the goods in which I was trading, the 
source of my purchases and the destination of my sales. He 
should exercise any control that may be necessary to ensure 
that my books were accurately and neatly kept, and that I was 
not long kept in suspense as to the result of my work. I 
should hope that if I desired to see him, he would happen to 
be at liberty to come at once or at an early time. He should 


not put the year of the Lord in the year of profit in reporting 
to me, and then come later in contrition to express his regret 
at his error. Have you considered the saving of time to be 
obtained in ledgers by adopting the policy, frequently seen in 
bank pass books, of omitting the word ‘‘ To” on the left hand 
side and ‘* By’’ on the right hand side, and the words ** Dr.”’ 
and ‘‘Cr.” in the heading? It appears to me that much 
unproductive labour could be saved in this direction. I hope 
that all accountants realise that they are, in many cases, the 
last link in a chain and if they pass an error, either wilfully 
or unintentionally, it may never be discovered. 


In THE Case oF AMALGAMATION oF Two CONCERNS. 
Accountants would be called in to go into the various assets 
and liabilities to be taken over, and arrive at a figure on 
which to open negotiations for purchase. 


Questions with which the accountant should deal (or which 
would appear in his report) would be :— 

(1) Land.—Is the title good? (This question, being a 
legal one, would first be submitted to the solicitor.) 

(2) Buildings.—Cost; how long built? what deprecia- 
tion has been allowed in the accounts in the past, and 
adaptability for the purpose ? 

(3) Stock.—Is it all good stock and easily realisable, 
and at what price taken ? 

(4) Machinery and plant.—Cost price; age of the various 
machines; amount allowed for wear and tear in the 
accounts of previous years, and how much has been spent 
in repairs and renewals during, say, last three years? 

(5) Debtors.—If all good and admitted; if any, and to 
what amount, were more than, say, three months old? 


(6) If a bank overdraft, what security the bank had | 


against same; were any of the assets pledged to the 
bank ? 

(7) If liabilities were to be taken over, to see that 
all were included, and have special regard to contingent 
liabilities. 

(8) How have profits been arrived at, and what extra- 
ordinary items have been debited to profit and loss 
account ? “ 


Ir ASKED TO TAKE CHAIRMANSHIP OF A LimiTED Company. 
In addition to most of the foregoing questions, I should 
require :— 

(1) List of shareholders. 

(2) What the Articles of Association contained as to the 
sale und transfer of shares, e.g., had the directors power 
to restrict the transfer of shares? Had the shares to be 
offered first to present shareholders, and if so, at what 
price? 


(3) The position if any shareholders demand a poll? 


(4) If any debentures were issued, and if the company 
had exceeded its borrowing powers. 


Ir ASKED TO TAKE SHARES IN A NEW Pusiic CoMPANY ISSUING 
A PROSPECTUS. 


I should want to know :— 


(1) What the agreements entered into (disclosed in 
prospectus) really meant? 
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(2) How much the vendor was being paid, and how 
(in cash or shares) ? 

(3) What the promoters were receiving out of the 
flotation ? 

(4) If any agreement for taking over the present 
management ? 


Orser MatTrers upon warcu Apvice 1s Soueur. 


Question of investments generally; disposal of estate by 
will; perusal of partnership articles. 


GENERAL OBSERVATIONS. 

All these matters are fairly comprehensive though I do not 
claim that they cover the whole of the subject. As 
accountants, you may think that my suggestions show that 
the clients want a great deal for their money. Well, I fancy 
it will be safe to leave the question of charges in your expert 
hands. The main point I wish to press, as a business man, is 
the undoubted fact that no business firm can afford to have 
an inefficient standard of accountancy, for it is unwise to 
grope in the dark, and it is only the proper accomplished 
accountant who is able to let the man of business know 
exactly the true position and show him whether he is on 
the path of prosperity or otherwise. If my list of the busine-s 
man’s expectations from his accountant appears a long and 
exacting process, then I hope you will take the view that it 
is a compliment to the honourable profession to which you 
all belong. I often wonder why so few accountants take a 
prominent part in public life. Is it because you are all busy 
making money or because you see so much of all sides that 
you prefer to be non-partisan? I leave the answer to you. 


A LIQUIDATOR’S CLAIM TO INVALIDATE 
DEBENTURES. 


Mr. Justice Romer, in the Chancery Division on November 
8th, delivered a considered judgment in an action by Mr. 
Thomas Robson, of Castle Street, Liverpool, Liquidator of 
Victors, Limited, of St. Helens, against Charles Edwin Lingard, 
of King Street, Manchester, Harold Mare, and the Midland 
Bank, claiming that 300 A debentures of £100 each in Victors, 
Limited, held by Messrs. Lingard & Mare, as the bank’s 
nominees, were invalid on the ground that the issue was 
resolved upon at a meeting at which the directors were not 
competent to vote. 


The plaintiff’s case was that the directors guaranteed an 
overdraft with the Midland Bank for the company in con- 
sideration of which debentures for £30,000 were issued to the 
bank, and that the resolutions authorising the issue were 
invalid because one of the company’s Articles prevented them 
from voting in regard to the issue of debentures to secure an 
overdraft which they themselves had guaranteed. 


It was contended that the effect of the issue was to secure 
the directors against their liability. 


His Lordship held that the directors were interested in the 
arrangement with the bank within the meaning of the Article, 
and that the debentures were invalid, but that the company 
was estopped from saying so, owing to the contents of the 
recital in the deed, and because of delay in bringing the action. 
This, said his Lordship, led the bank to believe that the 
debentures were valid, and restrained them from taking action 
against the guarantors, two of whom were now bankrupt. He 
therefore dismissed the action with costs. 


Incorporated Accountants’ Benevolent Fund 


THIRTY-FOURTH ANNUAL GENERAL MEETING. 


The thirty-fourth annual general meeting of the subscribers 
to the Fund was held in the Council Chamber, 50, Gresham 
Street, London, E.C., on Thursday, November 25th. 


Sir James Martin, J.P., President, occupied the chair, and 
was supported by the following Trustees :—Mr. W. McIntosh 
Whyte (Chairman), Mr. E. W. C. Whittaker, J.P., and 
Mr. H. J. Burgess. There were also present:—Mr. Henry 
Morgan, Vice-President of the Society; Mr. E. Cassleton 
Elliott, Mr. John James, Mr. Alan Standing, Mr. A. H. 
Stevens and Mr. A. A. Garrett, Hon. Secretary. 


President’s Address. 


Sir James Martin said: Gentlemen, once again it is my 
privilege to preside at this annual meeting, and in so doing 
to move the adoption of the report of the Trustees and the 
accounts for the year ended September 30th, 1926. I should 
like to congratulate you upon the continued prosperity of 
the Fund. The income for the past year amounted to 
£1,277 18s. 9d., showing an increase over the previous year 
of £240 17s. 9d. This increase was distributed over each 
item of revenue. Aunual subscriptions improved by £88 8s., 
life subscriptions by £57 153., donations by £54 Os. 9d., and 
dividends and interest yielded an increase of £40 14s. On 
the other side of the account, nineteen applicants received 
between them £627 10s. The total expenses of the Fund 
were £90 6s. 4d., and in this connection it should be noted 
that from its foundation 34 years ago no one has received 
a penny piece for services rendered, which have been given 
freely for the good of the cause. Speaking for myself 
personally, I think the time has come when the Trustees 
could very well afford to distribute to suitable cases the 
whole of the income derived from annual subscriptions and 
dividends, less the necessary out-of-pocket expenses, leaving 
for investment the life subscriptions and donations. In this 
connection it must be borne in mind that our surplus is now 
£7,778 10s., and the Society of Incorporated Accountants and 
Auditors is growing yearly in influence and numbers. I am 
quite sure of one thing: that every member who reads the 
report will feel great satisfaction in our being able to assist 
members who have fallen by the way, and the widows, 
orphans and other dependants of deceased members. It 
should be an obligation upon all to assist in helping those 
who, specially belonging to us, are in necessity or want. 


I should like to express my acknowledgments as President 
of the Fund to the Trustees for their work during the year, 
and to the Hon. Secretary, Mr. A. A. Garrett, and also to 
Mr. J. C. Fay, the chief clerk in the Society’s office, who 
assists Mr. Garrett in calling the attention of Incorporated 
Accountants to the Fund upon every suitable occasion. 


Mr. W. McIntosh Whyte seconded the motion for the 
adoption of the report and accounts. In doing so, he referred 
to the suggestion of the President that a larger amount might 
be distributed by way of grants. While he was speaking for 
himself only, he was quite sure that his colleagues would 
give the suggestion their most careful consideration. He 
would like to say, however, that some of the cases did not 
require large grants, but small sums to tide them over 
temporary difficulty. He could assure the subscribers that 
all applications received the most syinpathetic consideration, 
and they desired to deal with those whom the fund was 
intended to help as generously as possible. He reminded 
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the subscribers that they were particularly indebted to the 
President for the special appeal he had sent out at the 
commencement of the year, which had met with a generous 
response. They could hardly expect such a response every 
year, and for that reason the Trustees thought it desirable 
to maintain a substantial reserve. He had a particular 
pleasure in informing them that since the close of the 
financial year the Trustees had had placed in their hands 
a life subscription from Mr. E. van Dien, of Amsterdam, 
who had recently been elected an honorary member of the 
Society, and Mrs. van Dien had also become a life subscriber. 
He was sure they appreciated the kindly thought of Mr. and 
Mrs. van Dien. The motion was unanimously adopted. 


ELECTION OF PRESIDENT. 


Mr. Edward Whittaker proposed the re-election of Sir James 
Mariin as President of the Fund, who, he reminded ‘the 
subscribers, had been connected with its activities since its 
inception. 


Mr. Henry Morgan seconded the motion, which was carried 
unanimously. 


ELEcTION oF ViICE-PRESIDENTS. 


On the motion of Mr. Henry Morgan, seconded by Mr. H. J. 
Burgess, it was resolved unanimously that the following be 
re-elected Vice-Presidents of the Fund:—Mr. Alexander 
Hannah, Mr. Richard Leyshon, Mr. G. S. Pitt and Mr. R. P. 
Phillips. 

ELecTion or TRUSTEES. 


Mr. Alan Standing moved and Mr. E. Cassleton Elliott 
seconded that the following be re-elected Trustees of the 
Fund:—Mr. A. E. Piggott, Mr. E. Whittaker, Mr. W. 
McIntosh. Whyte, Mr. H. J. Burgess and Mr. G. Palmer. 
The motion was adopted unanimously. 


Mr. McIntosh Whyte, on behalf of the Trustees, thanked 
the meeting for their re-election. 


Exection oF Honorary AUDITOR. 


Upon the motion of Mr. John James, seconded by Mr. 
A. H. Stevens, it was resolved that Mr. W. Southwood Smith, 
F.S.A.A., be re-elected Hon. Auditor for the ensuing year, 
and that he be accorded a vote of thanks for his past services. 


Mr. McIntosh Whyte asked the subscribers to accord a vote 
of thanks to the Hon. Secretary of the Fund, and with that 
vote he desired to associate the name of Mr. J. C. Fay, the 
chief clerk in the Society’s office, who took much interest 
in the affairs of the Fund. The motion was carried by 
acclamation. 


The proceedings closed with a vote of thanks to the 
President. 


Report of the Trustees. 


The Trustees have pleasure in presenting to the subscribers 
and donors their 34th annual report. 


At the last annual general meeting Mr. Richard Philip 
Phillips, of Penang, who has stimulated interest in the Fund 
among members resident in the Far East, was elected a Vice- 
President, and Mr. George Palmer was elected a Trustee in 
the place of the late Mr. Arthur Edward Green. 


The accounts for the past year disclose a substantial 
improvement in the position of the Fund. There is an 
increase in every item on the revenue side, and the Trustees 
regard with satisfaction the response to the appeal made by 
the President of the Fund at the beginning of the year, 


increased from £94 10s. in 1925 to £152 5s. in 1926. The 
total increase in revenue for the year amounts to £240 17s. 9d., 
and the surplus at the close of the year is £7,788 10s. as 
against £7,228 7s. 7d. on September 30th, 1925. 


The grants voted by the Trustees for the past year amounted 
to £627 10s. With the improved financial position the 
Trustees hope to be able to extend the usefulness of the Fund 
in the cases which are placed before them. The summary of 
the grants shows that the Fund has dealt with a considerable 
number of cases disclosing varying needs. 


While the trustees are glad to note the present satisfactory 
position of the Fund, they desire to cali attention to the need 
of making ample provision to meet all future claims upon 
them, which are likely to increase year by year. The 
Trustees, therefore, hope for continued support from all 
Incorporated Accountants. 


The expenses of the Fund have been confined as usual to 
necessary outlays for printing, postage, &c. 


Particulars of the grants made by the Trustees are as 
follows :—£40 (in addition to £230 previously granted to her 
and her late husband) to the widow of a former Fellow of the 
Society who is living in retirement, and who is without any 
regular income owing to the termination of a pension. 
£7 10s. (in addition to £197 10s. previously granted) to the 
widow of a Fellow whose means of support for herself and a 
daughter in ill health are inadequate. £30 (in addition to 
grant of £55 10s.) to an Associate of the Society in poor 
circumstances. £50 (in addition to grant of £186 10s.) to an 
Associate of the Society of advanced age whose small means 
are inadequate for his support. £42 10s. (in addition to 
grant of £115) to an Associate of the Society of advanced 
years who is in poor circumstances. £50 (in addition to grant 
of £117 10s.) to a Fellow of the Society whose health had 
necessitated his retirement from public practice on slender 
means. £35 (in addition to grant of £105) to the widow of a 
Fellow for the purpose of enabling her to continue the 
education of her daughters. £30 (in addition to grant of £90) 
to the widow of an Associate of the Society who died at an 
early age leaving her with only slender means of support. 
£30 (in addition to grant of £70) to a Fellow of the Society in 
poor circumstances who through ill health and advancing age 
is unable to continue his occupation. £17 10s. (in addition 
to grant of £50) for the education of the son of a deceased 
Fellow. £50 (in addition to grant of £75) to a Fellow of the 
Society who through advancing age and ill health is unable to 
continue his practice. £10 (in addition to previous grants of 
£29 10s.) to the daughter of a Member of the Society in 
poor circumstances to enable her to carry on her means of 
livelihood. £32 10s. (in addition to grant of £22 10s.) to the 
widow of a former Associate who, owing to the death of her 
husband, was temporarily in need of help for the maintenance 
of her children. £50 (in addition to grant of £25) to the 
mother of a woman Associate of the Society who died suddenly 
at an early age and upon whom her mother was formerly 
dependent. £50 (in addition to £12 10s. previously granted) 
to a former Fellow of the Society who is a permanent invalid. 
£30 to an Associate of the Society who through ill health was 
temporarily unable to follow his employment. £20 to an 
Associate of the Society to assist him in taking up a new 
appointment. £40 to the widow of a former Associate of the 
Society resident abroad to assist her in the maintenance and 
education of her child. £12 10s. (part of a grant of £25) to 
the wife of a Fellow of the Society who had to relinquish his 
practice owing to ill health. 


The accounts for the year ended September 30th, 1926, 
duly audited, are annexed to this report, together with a 
full list of subscribers and donors. 


Dated this 3rd day of November, 1926. 


James Martin, President. 
W. McInrosu Wavytz, | 
Arruour E. Piaeorr, 
E. W. C. Wuirtaker, 
Henry J. Burasss, 
GrorGE PALMER, 


> Trustees. 


particularly in regard to Life Subscriptions, which have 


Avexr. A. Garrett, Hon. Secretary. 
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INCORPORATED ACCOUNTANTS’ BENEVOLENT FUND. 
Dr. Revenve Account, for the Year ended September 30th, 1926. 


Se «2 & 
90 6 4 
627 lu O 
560 2 5 


To Printing, visite &e. 
,, Grants 
», Balance .. 


£1,277 18 9 


By Annual Subscriptions .. 
», Life Subscriptions 

;» Donations 

, Dividends and Interest 


Banance SHeet, September 30th, 1926. 


ee eS 
Sundry Creditors 50 0 0 
Revenue Account— 


Balance at Sept. 30th, 1925 ..£7,228 7 7 


Add Balance for 1926 .. —— Oo. 
—-_-——— 7,788 10 0 


£7,838 10 0 


Cash at Bankers— 
Deposit Account 
Current Account 


Sundry Debtors 
Investments at Cost— 
£2,250 44 per cent. Conver- 
sion Stock .. 5 -. 2,090 19 
£1,168 Os. 5d. Registered 5 per 
cent. National War Bonds 
(£768 Os. 5d., 1927; £400, 
1928) . .~ 208% @ 
£900 4 ‘per cent. Funding 
Loan, 1960-90 on -. 67618 
£2,350 34 per cent. Conversion 
Loan .. ne ee Agee 2 
£500 India 34 per cent. Stock 533 9 
£484 17s. Local Loans 
3 per cent. Stock .. ‘ 466 0 
£200 London County 3 per cent. 
Consolidated Stock . 171 16 
£204 Os. 10d. New South W ales 
5} pet cent. Stock, 1922-32. 
£200 New Zealand 4 per cent. 
Stock,1929 .. 
£300 London & North Eastern 
Railway 4 per cent. First 
Preference Stock 


197 3 

200 16 

24617 6 

—-—-_ 7,527 11 3 
£7,838 10 0 


W. McInrosu Wayrz, Chairman of Trustees. 


I have examined the above Accounts, together with the Books and Vouchers, and find the same to be 


e-rrectly stated. 


61, West Smithfield, London, E.C., 
November Ist, 1926. 


I have also verified the Securities of the Fund. 


W. Sovurnwoop Sirs, 
Incorporated Accountant, 
Hon. Auditor. 


ACCOUNTANTS’ CLAIM FOR CHARGES. 


In the Mayor’s and City of London Court, before 
Mr. Registrar Dell, recently, a claim was made by 
Messrs. Littlebury & Osborne, accountants, 118, Newgate 
Street, London, E.C., against Messrs. Frank Bryan & Co., 
tool merchants, 122, Newgate Street, E.C., for £15 15s. for 
professional services rendered as accountants, and 1és. in 
respect of account books supplied. 

Counsel for the plaintiffs said there was no dispute that 
the plaintiffs had done the work or supplied the books, the 
only question was the amount to be paid for their remuneration. 
There had been no fee agreed, but when the parties first came 
together Mr. Littlebury was asked what their charges would be. 
The defendants showed some books which were said to be in 
perfect order, and he was told that if that were so the charge 
would be a nominal fee of £3 3s. The books, however, were 
found to be badly kept, and a tremendous amount of-work had 
to be done. The plaintiffs were now charging £15 15s. for the 


work they had done. The defendants now complained that the 
plaintiffs’ charges were exorbitantand refused to pay theaccount. 

Mr. W. R. Littlebury, a partner in the plaintiff firm, said the 
defendant Mr. Bryan instructed him in January, 1926, to 
prepare a balance-sheet. The defendant told him that all the 
particulars necessary for the preparation of the balance-sheet 
were ready and that it would not involve much work. When 
asked what the work would cost he ha! said if the particulars 
were ready and the books in order the price would be about 
£3 3s. He was instructed to go on with the work. While the 
work was in progress the defendant gave further instructions 
upon the receipt of a letter from the Surveyor of Taxes which 
involved further investigations. The work had been very heavy, 
and the fee charged should have been in the neighbourhood 
of £31 10s., but he had known the defendant for some time. 
The charges made were fair and reasonable. The witness 
said he did not think it was necessary to inform the defendant 
that the charges would be increased from the amount he had 
stated the work would probably cost because the‘ defendant 
had given instructions for further work to be done. 
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The defendant said when discussing the question of getting 
out the balance-sheet with the plaintiff he was shown the 
books. For 25 years past he (defendant) bad been in the habit 
of getting out his profit and loss account, but for the year in 
que-tion he wanted an accountant’s voucher. The price 
mentioned was about £3 3s., which he said was about the 
figure he expected it would be. The plaintiffs were instructed 
to proceed, and the books were taken away. As regards the 
heavy work spoken of by the plaintiffs, there were only a 
few pages in each book, and consequently he thought the sum 
of £3 3s. was a fair charge for the work done. When the 
bill for £15 15s. was se:.t to him he protested. The queries 
spoken of by the plaintiffs were simple things, and had the 
work been done at his premises they could have been dealt 
with in a momert. To spend 70 hours on the job to deal with 
such books he thought was absurd. 

The Registrar, in giving his decision, said he noticed that the 
defendant, a trader, was doing business to the extent of £1,600 
a year. He had asked the plaintiffs to prepare a balance-sheet, 
and was given a price of about £3 3s. When the work was done 
the plaintiffs sent in a bill for £15 15s. He should have thought 
that the plaintiffs would have notified the defendants when 
the charges were mounting up beyond the £3 3s., but it was 
admitted that nothing of the sort was done. He came to the 
conclusion that a fair amount to allow the plaintiffs for the work 
done was a sum of £5 5s., and that sum, together with the price 


of the books supplied, would be the amount for which judgment | 


wonld be entered for the plaintiffs with costs. 


Correspondence. 


PROPOSED ADVISORY COMMITTEE ON 
PROFESSIONAL QUESTIONS. 
To the Editors Incorporated Accountants’ Journal. 

Srrs,—Quite recently an Incorporated Accountant, who was 
faced with a difficulty, was, through the medium of the 
Society, referred to a fellow member who, after discussing 
the matter, tendered his advice, which was grateful!y received. 
This prompts me to suggest that the Society of Incorporated 
Accountants could materially help its members in similar 
difficulties by creating a committee whose business it would 
be to consider the problems submitted to it by members and 
to give helpful and authoritative advice. 

As a practising accountant knows only too well, one of the 
most difficult problems arising in the course of his duties is 
to decide the proper course to take on questions affecting 
his responsibility for information obtained or received by 
indirect and/or confidential sources or for suspicions aroused, 
none of which is capable of verification in the ordinary 
course of his duties. Such cases may be of vital interest 
to third parties, e.g., beneficiaries, shareholders, partners, 
Inland Revenue, &c., and he has to decide whether he ought 
to probe the matter further. To do so would in many cases 
involve the loss of a client irrespective of the result. In these 
cases the accountant is compelled to decide for himself. 
He is not so fortunately situated as a solicitor, who can and 
does ‘‘ refer to Counsel.’ 

Other problems are those concerning professional etiquette, 
actions for negligence, disclosure of information, pressure on 
auditors by directors, inquisitorial questions by Inspectors 
of Taxes and disagreements with them in the construction of 
income tax law. 

I suggest that such a committee might retain the services 
of a solicitor and Counsel, and that a separate subscription be 


paid by all members desirous of utilising the obvious benefits 
of having a considered and authoritative view on matters of 
diffizulty, and of receiving the reports of decisions on matters 
of particular interest. 

If this suggestion meets with the approval of Incorporated 
Accountants, I shall be glad to hear from them either direct or 
through the medium of your columns if you can afford such 
facilities. 

Yours truly, 


London, W. H. COOPER, F.S.A.A. 


November, 1926. 


ACCOUNTANTS’ LIBEL ACTION. 
To the Editors Incorporated Accountants’ Journal. 


Srrs,—I found it necessary t> take proceedings recently 
to protect myself from an attack on my honour and 
integrity as an accountant by a tradesman, whom I invited 
to meet a client of mine in my offices to help them to 
come to an amicable arrangement over a matter in which 
they were both concerned. To enable them to do so I 
voluntarily left them alone in my private office, and just 
as I was returning I heard this man say to my client, who 
is a lady, ‘*You’ve got a bad accountant, and I wouldn’t 
give him a job.’’ I felt this was a serious matter, and on 
the advice of my solicitor took action against him for libel. 
The case was due to be heard on November 2nd before 
Mr. Justice Salter. I enclose you transcript of the shorthand 
notes of what took place when the case was called, thinking 
you may care to insert a record of it in your next issue. 
I fought this case not only in my own interest, but als» in 
the interest of the profession generally, as some people are 
too ready to try to do us harm. 

I suppose, as they were not mentioned in open Court it 
may be unusual to state the term: of settlement in your 
paper, but they were that, in addition to the apology and 
unconditional withdrawal of all and every aspersion on my 
professional integrity, the defendant agreed to pay me £300. 


Yours faithfully, 


Bedford Square, GEORGE GRADON. 


London, W.C. 


Gradon v. Goddard. 


In the King’s Bench Division, on November 2nd, before 
Mr. Justice Salter. 

Mr. J. Cassels, K C., for the plaintiff, said he was happy to 
tell his Lordship that the Court would not be troubled with the 
case. The action was brought by Mr. George John Gradon, 
who was an Incorporated Accountant, claiming damages against 
the defendant for slander. His client thought that the words 
which were uttered reflected upon his professional status, and 
in these circumstances he feit compelled to bring these 
proceedings. Since this morning Mr. Merriman, K.C., who 
was for the defendant, and himself had had an opportunity 
of considering the matter, and Mr. Merriman, on behalf of 
the defendant, had withdrawn and apologised, and said 
there were no imputations to be brought against the plaintiff. 
A sum was to be paid that would indemnify the plaintiff, and 
in these circumstances he (Counsel) asked that the record 
should be withdrawn. The plaintiff was content to take 
that line and accept that apology, and the matter was 
now at an end. 

Mr. Merriman, K.C., for defendant, said it was not in the 
least intended to reflect upon the plaintiff’s reputation, and 
his client had asked him to withdraw unreservedly anything 
that might be thought to be a reflection upon the plaintiff’s 
reputation. In these circumstances he thought bis friend, 
Mr. Cassels, had met him very reasonably in the matter. 

His Lordship: It seems to be a fair and reasonable settlement. 

The record was then withdrawn upon terms endorsed on 
Counsels’ briefs. 


i is — oo ‘ 
ies.) 
Bi : 
ea 
ns i 
i 
A ) aeaeeec aa ss enn a aS CS 1 EE APT TPO TAG ORI, Sa ESS ire SS 
po i 
ee | 
+ 
oe : 
zi ; 
7 | 
: . i 
Go 
ct eee 
; : 
cm Be 
y ’ 
af 
: ii 
i 
‘ ts 
+o 
Ria 
oe 
| 
an 
/ 
oe 
eae 
ss 
1 ; 
a | 
ea ; 
Pe . 7 
an : 
- i i! 
a 
eae } 
- a 
a a 
: He 4 
i 
a a 
eS | 
a es 
i 
‘ i 
ee 
ae 
ao, 
ris | 
er 
yi 
em 
Fe ; 
i 
: 
; ; 
' 
ve | 


Decemser, 1926.] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 88 


Mr. E. VAN DIEN, 
Presentation of Diploma of Honorary Member. 


At a meeting of the Council of the Society held on Thursday, 
November 4th, 1926. occasion was taken to present to de Heer 
Emanuel van Dien his Diploma as an Honorary Member of 
the Society of Incorporated Accountants and Auditors, to 
which he was elected at a meeting of the Council held in 
July, 1926. 

The President also presented to de Heer van Dien and 
to de Heer G. W. Frese, the Honorary Secretary of the 
International Congress, inscribed copies of the Resolution of 
Thanks passed by the Council of the Society. 


A number of ladies were invited to be present during this 
part of the proceedings, among whom were Mrs. Thomas 
Keens, Mevr. van Dien, Mej. Andrea van Dien, Mevr. Frese, 
Mrs. Hewetson Nelson and Mrs. Ogden Whiteley. 


PREsIDENT’s ADDRESS. 

The. President, in addressing the Council and visitors, 
stated that he regarded this meeting as unique in the history 
of the Society. ‘The Council meetings, he understood, bad 
always been closed except to members of the Council and 
officers of the Society. He was glad, therefore, the custom 
had been relaxed and that ladies were present to grace the 
particularly interesting proceedings that afternoon. On 
behalf of the Council he welcomed them and also their 
distinguished visitors, Mr. van Dien and Mr. G. W. Frese. 
He hoped that when they had the pleasure of receiving their 
visitors again it would be in the Society’s own premises, a 
matter which was now receiving the earnest consideration 
of the Council. 

The President then dealt with the particular purpose for 
which they had met, and referred to an alteration in the 
Society’s Articles, sanctioned by the members this year, 
which permitted the Council to elect as members of the 
Society the citizens of other countries. Personally, he 
welcomed that change, not only in the interests of the 
profession, but because he believed it was an expression, 
among others, of our determination to get rid of the war 
mind. He was glad the Society of Incorporated Accountants 
was able to make a gesture to countries which had suffered 
from an excess of nat‘onalism. For these reasons, and also 
on professional and personal grounds, Mr. Keens said it was 
an exceptional pleasure that it fell to his lot to make these 
formal presentations. The fact that Mr. van Dien was chosen 
as President of the International Congress of Accountants 
was a measure of the esteem and regard in which he was held 
by his immediate professional colleagues, which they were all 
glad to share. He need hardly tell Mr. van Dien that his 
own country was an object of our admiration for its trade, 
commerce and social institutions and for the welfare of its 
citizens. He was pleased to say sincerely they all felt points 
of contact between the Dutch and British peoples, in their 
temperaments, in their ideals and in their social relations. 

The President stated that the presentation which he had to 
make on behalf of the Council was at once a personal tribute 
to the character, attainments and position of Mr. van Dien 
and to the service which he had rendered to the accountancy 
profession throughout the world, as President of the 
International Congress. He was glad that Mr. van Dien was 
the first citizen of another country to receive the honorary 
membership of the Society, and that he came from that 
gallant little country whose ideals and principles approximated 
to those of our own native land. The degree of honorary 
membership had been jealously guarded throughout the 
history of the Society. With the exception of Mr. van Dien, 


there were only five other honorary members on the Society’s 
roll. Mr. van Dien shared that honour with Sir Josiah Stamp, 
| noted far beyond the confines of this country as an economist 
| of profound knowledge and an administrator of the highest 
| order; with Sir Ma'colm Ramsay, who occupied a unique 
| position in our constitution ag Comptroller and Auditur- 
General, and whose position, like that of the Judges. was in 
the care and keeping of Parliament itself; with Mr. John Hyde, 
one of the leading figures in the profession of accountancy in 
the Dominion of Canada; with Miss Mary Har:is Smith, 
the first woman who practised public accountancy in this 
country, and last, but not least, with one who by common 
consent was the greatest statesman in accountancy in this or 
any other country, our friend Sir James Martin. St. Paul 
said he was a citizen of no mean city: he hoped that 
Mr. van Dien as an honorary member of this Society would 
also be able to say he was a member of no mean Society. 
It gave him great pleasure on behalf of the Council to hand 
to Mr. van Dien his diploma of honorary membership of the 
Society of Incorporated Accountants. 


Repty sy Mr. van Dien. 

Mr. van Dien, who was cordially received, thanked the 
President for bis speech and kind personal remarks. He 
appreciated highly the Honorary Membership of so well 
known and honourable a society. He was glad to accept the 
Honorary Membership, more particularly as he shared it with 
illustrious colleagues including Sir Josiah Stamp, who was well 
known outside his own country. In accepting the honour, 
be was mindful of the work and ability of his friend 
Mr. G. W. Frese, who had done so much to bring the 
International Congress to a success. He thanked the 
members of the Council from the bottom of his heart. He 
would always remember that he was an Honorary Member of 
one of the most prominent bodies of accountants in the world. 


PRESENTATION OF ResoLuTIons or THANKS. 

The President then presented illuminated copies of the 
resolution of thanks to Mr. van Dien, President of the 
Congress, and to Mr. Frese, Honorary Secretary. The 
resolution which was presented to both gentlemen read 
as follows :— 

‘* That the President, Vice-President and Council of the 
Societs of Incorporated Accountants and Auditors express 
their sincere and hearty thanks to de Heer E. van Dien, 
President, to de Heer G. W. Frese, Secretary, to the 
Executive, to the Ladies’ and other Committees of the 
International Congress of Accountants held in Amsterdam, 
July 5th to 10th, for the arrangements made for the 
reception and entertainment of guests from all countries, 
and particularly of members of the Society of Incorporated 
Accountants and Auditors. The Council are pleased to 
record their appreciation of the successful issue of the 
proceedings of the Congress, which in their view has 
increased the influence and prestige of the accountancy 
profession in all those countries represented at the 
Conference.” 

Mr. Fresz’s Repty. 

Mr. G. W. Frese in replying, said it was a great pleasure 
for Mr. van Dien and himself to accept this resolution of 
thanks which had been presented to them. A great work had 
been accomplished at Amsterdam and they were grateful for 
the generous recognition which had been accorded to them. 


Mr. H. M. B. Ker, F.S.A.A., Incorporated Accountant, has 
been re-appointed Deputy Mayor of Bridgwater and also elected 
an Alderman of the borough. 
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@bituarv. 


ALFRED THOMAS DRYSDALE. 

We regret to ‘intimate the death at Buenos Aires of 
Mr. Alfred T. Drysdale, who had been a member of the 
Society of Incorporated Accountants and Auditors since 1905. 
Mr. Drysdale was born in Hamilton in 1865, and was educated 
at the Western Academy in Glasgow. After leaving school 
he worked with his father, the late Mr. T. M. Drysdale, who 
was an insurance broker in Glasgow, and upon the Jatter’s 
death, in 1885, he continued the business successfully, and 
carried it on until the year 1890, when he disposed of his 
interests and went to Buenos Aires, partly for the sake of 
his health and partly to join a brother who had preceded 
him there. After engaging for a short time in the insurance 
business in Buenos Aires, he went for two years to Mexico, 
but returned to Buenos Aires at the end of 1895, when he 
turned his attention to accountancy as a profession, eventually 
practising for many years in partnership with the late 
Mr. George H. Millichamp, and latterly, under the style of 
Alfred T. Drysdale & Drysdale, with his nephew, Mr. Ian G. 
Drysdale, who is a qualified public accountant of the Argentine 
Republic. The practice will be continued under the same 
style by Mr. Ian G. Drysdale. The late Mr. Drysdale had 
great pleasure in attending the annual meeting of the Society 
last year, when he visited England after an absence of a 
good many years. 


GEORGE WALTER KNOX. 

The death occurred on November 13th last of Mr. George 
Walter Knox, B.Sc., senior partner in the firm of Messrs. Knox, 
Cropper & Co., Chartered Accountants, who was President 
of the Institute in the year 1896-97. At the time of his 
decease Mr. Knox was 84 yearsofage. He had been connected 
with the accountancy profession since the year 1872, and was 
a member of the Council of the Institute from its inception 
in 1880. Before coming to London about a quarter of a 
century ago, Mr. Knox was the senior partner in the firm of 
Messrs. Knox, Burbidge & Co., of Sheffield. He had many 
activities, and represented the Institute on the Council of 
the London Chamber of Commerce, where he took a great 
interest in commercial education. He possessed a lovable 
personality, and will be much missed not only by his own 
colleagues but by more than one member of the Council of 
the Society of Incorporated Accountants and Auditors, with 
whom he maintained close and friendly relations. The funeral 
took place at Hendon Park Cemetery. The Institute of 
Chartered Accountants was represented by the Vice-President, 
Mr. R. H. March, F.C.A. (the President being unavoidably 
prevented from being present), the following members of the 
Council: Sir William Plender, Bart., Sir Nicholas Waterhouse, 
Mr. James Ford, Mr. D. Fripp, Mr. H. L. H. Hill, Mr. Sidney 
Pears and the Hon. George Colville, Secretary. Sir James 
Martin, F.S.A.A., President of the London Chamber of 
Commerce, was unavoidably prevented from attending and 
was represented by Mr. R. S. Fraser, a member of the 
Council of the Chamber. 


ALFRED ERNEST SHOWELL. 

We much regret to record the death of Mr. Alfred Ernest 
Showell, F.S.A.A., who had been a member of the Society 
for 26 years. For a period of over a quarter of a century 
Mr. Showell was associated with the Salt Union, Limited, 
latterly occupying the position of Chief Accountant of the 
Union. He left Liverpool about ten years ago to take up 
the position of chief accountant to one of the leading London 
companies, subsequently retiring from that position in order 


to commence public practice on his own account. When in 
Liverpool, Mr. Showell took an extremely active interest in the 
work of the Liverpool and District Society of Incorporated 
Accountants, and became in due course President of that 
Society. After his first wife's death Mr. Showell remained 
a widower for nearly twenty years, and in 1915 he married 
Miss Morrish, of Dulwich, who together with four young 
children are left to mourn his loss. 


Insurance Accounts. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. W. H. GRAINGER, 
INCORPORATED ACCOUNTANT 
(Chief Accountant, Prudential Assurance Company, Limited). 


The chair was occupied by Mr. R. S. BrapBrook, Incorporated 
Accountant. 


Mr. Grarncer said: At the outset I should like to remind 
you of the main difference between policies of life assurance 
and those of other classes of insurance. In the former case 
there is a contract for the payment of a definite sum either 
upon the death of the assured person or upon his reaching 
a specified age, whilst in the latter the contract is one of 
indemnity only; that is, only the damage actually sustained 
will be admitted as a claim (usually provided the risk is fully 
insured). 

In the case of life assurance, before a policy is taken out 
upon the life of another person it is necessary to prove that 
the person proposing the assurance has an insurable interest 
in the life he is assuring; that is, that he stands to suffer loss 
should that person die. 

In contracts of marine insurance, however, there need be 
no insurable interest in the ship or cargo at the time the 
policy is taken out, although this must be proved before a 
claim under the policy will be admitted. Formerly, it was 
a common practice for marine insurance companies to admit 
their liability upon production of the policy, this being 
considered to be the proof of an insurable interest, such 
contracts being described as P.P.I. policies (policy proof of 
interest), but these are now made illegal by statute, being 
held to be gambling transactions. 

Life assurance contracts come under the heading of 
uberrime fidei contracts (i.e., of the utmost good faith), the 
proposal, which every intending insurer is bound to fill in, 
being the basis of the contract, so that if any false statement 
is made therein, or any material fact omitted—which if known 
to the company would result in the company refusing the 
risk—there will be good grounds for a company to refuse to 
pay a claim made under such a policy. 

Insurance companies may be either mutual or proprietary, 
the former class dividing all their profits amongst the policy 
holders, whilst the latter distribute profits to both share- 
holders and policy holders according to the terms of their 
Articles of Association. 

Companies carrying on general business apart from life 
may be either tariff companies or non-tariff; i.e., they either 
fix their premiums according to an agreed tariff, or they 
do not. 

Life business is divided into two main classes, viz, ordinary 
and industrial, the former term relating to policies upon which 
the premiums are payable monthly, quarterly, half-yearly 
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or annually, whilst the latter is the description given to 
premiums which are collected weekly or, in some cases, 
monthly. The two Acts of Parliament dealing with insurance 
companies are (a) The Assurance Companies Act, 1909; 
(b) The Industrial Assurance Companies Act, 1923. 


Under the terms of the former, every company must, before 
commencing business, deposit with the Paymaster-General 
a sum of £20,000 (or approved securities to the value of 
£20,000) in respect of life business carried on, and if the 
company also transacts employers’ liability insurance a further 
sum or security amounting to £20,000. Under the latter, 
industrial assurance is a separate business for which a deposit 
has to be made. 


The company will continue to receive the dividends on 
these deposits, and no obligation is imposed upon them to 
make good any depreciation in the market value of the 
securities lodged as deposit. It was thought that these 
deposits were regarded as security specially earmarked for 
the benefit of the policy holders in the event of a company 
going into liquidation, but it bas been indicated in the caseg 
of National Standard Life Assurance Corporation, Limited 
((1916) T.L.R., 65), and Glasgow Assurance Corporation 
((1914) S.C., 320), that it is not so, and that creditors and 
policy holders can claim against the deposits pari passu, as 
they form part of the fund relating to the business in respect 
of which the deposit was made. 


In the event of an insurance company carrying on business 
in the Irish Free State, two further deposits of £20,000 each 
are required in respect of life and employers’ liability insurance. 


The published accounts of insurance companies are governed 
by the Assurance Companies Act of 1909, which provides 
nine schedules (as they are called), the first schedule being a 
pro-forma revenue account, the second a profit and loss 
account, and the third a balance-sheet, whilst the remaining 
schedules refer to actuarial valuations and winding up. 


Like most statutory forms of account, there are distinct 
peculiarities in evidence, viz :— 


First Schedule, whilst being actually a revenue account, 
is in the form of a ‘‘receipts and payments account,” 
i.e., all income is shown on the debit side and expenditure 
on the credit side, exactly the reverse of what is shown 
in the company’s ledgers. 

Second Schedule, or profit and loss account, places all 
profits on the debit side and losses on the credit, again 
reversing the usual practice. 


It may be of interest to you to know that the question of 
the form of these accounts has been under consideration, and 
Sir Gilbert Garnsey, in conjunction with the Life Offices 
Association, has drafted a new set of schedules, based on 
modern lines and more in keeping with the accounts which 
are now accepted as being correct from an accountancy point 
of view. 


It must be noticed that purely life companies are not 
required to publish a profit and loss account, the profits of 
such companies being ascertained by actuarial valuation from 
time to time. This by statute must be done at least every 
five years, hence we get the term ‘‘ quinquennial valuation.” 
But it may be carried out more frequently, and one of the 
largest companies conducts an annual valuation. 


The profits of the other classes of insurance, excepting 
marine, are arrived at from the revenue account relating to 
each type of business. After reserving (usually) 40 per cent. 
of the annual premium income for unexpired risks, the 
balance of the revenue account is considered to be profit or 
loss as the case may be. 


In the case of marine insurance, however, it is never 
possible to close any year’s underwriting accounts until after 
the expiration of at least two years, as claims are often very 
much delayed owing to the necessary adjustment in connection 
with general average claims by the ‘‘ average adjuster.”’ 

The method of assessing insurance companies for income 
tax may be of interest, as it differs somewhat from that 
obtaining in the case of other companies. 

Companies carrying on both ordinary and industria] business 
must treat these branches as if they are two distinct companies, 
both branches being assessed either on the average profits of 
the preceding three years or on the interest assessable in the 
current year, whichever is the greater; but if the latter proves 
to be greater than the former, then the company has the 
right to make what is known as the ‘‘ management expenses 
claim.’’ 

In the case of industrial business the company is not 
assessed upon any sums paid or allocated to policy holders. 

Referring again to the management expenses claims, it is 
obvious that nearly the whole income from a company’s 
investments, i.e., dividends, interest and rents, will have been 
received after deduction of income tax, and it may happen 
that the total amount of tax deducted at source exceeds the 
tax that would have been payable by the company if assessed 
on the average of three years profits. Now, if the company 
can show that it has expended upon management expenses 
a sum sufficient to cover this excess, the whole of such excess 
may be recovered from the Inland Revenue. 

Perhaps this position would be clearer if illustrated by 
figures; e.g., suppose the profits of an ordinary branch for 
the past three years have been :— 

£500,000 
650,000 
800,000 


3)1,950,000 
then the average profits will be £650,000 


And supposing also that the company has suffered, by deduction 
at source, income tax on £1,000,000 dividends, interest and 
rents, then provided it can show an expenditure on manage- 
ment expenses of a sum equal to or greater than the difference 
between £650,000 and £1,000,000, viz, £350,000, then tax 
is reclaimable upon this £350,000, thus placing the company 
upon the same footing as if it had been assessed upon average 
profits. Ofcourse, if the management expenses are not sufficient 
to cover this difference, tax can only be claimed on the amount 
actually expended. 

Another point of interest, and one which I think is not 
generally appreciated, is that the Inland Revenue will admit 
the argument that all commission, brokerage, stamps and 
transfer fees charged by stockbrokers upon the purchase 
or sale of investments may be regarded as management 
expenses, instead of a capital charge as generally thought in 
the past, although these may still be charged to the investment 
accounts in the company’s books. 

In a large company it is often the practice to divide the 
cash books into a series of debit and credit books, and to have 
two distinct sets—to be used by cashiers and ledger clerks in 
alternate weeks—e.g., separate cash books for premiums, loans 
on policies, rents, &c., and one for general income and capital 
receipts, so that the postings may be carried out by the 
respective departments. In a smaller company these could 
suitably be dealt with in one cash book with appropriate 
analysis columns. 

The payments of claims and loans on policies, surrenders, 
&c., may be dealt with day by day, cheques being drawn on 
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subsidiary or suspense accounts kept on the imprest system, 
and signed by authorised officers, weekly total cheques being 
drawn on main account to replace outgoings. The weekly 
repayments are authorised by directors, and cheques signed at 
the board. All cheques for investments, mortgages, &c., being 
also authorised and signed at the board. 

Under this system a ‘‘ cash totals book’’ becomes necessary 
in order to assemble the various totals from the subsidiary 
cash books and ascertain the grand total of receipts and 
payments at the end of every week. 

It is advisable to adopt loose leaf ledgers ruled in columnar 
form, i.e., Dr., Cr., and balance columns side by side, 
thus avoiding a great deal of unnecessary labour in ruling and 
balancing. 

Investment ledgers will be sub-divided into sections 
corresponding with each class of investment or loan—as per 
balance-sheet. 

Lastly, a supplemental ledger will be found very useful, 
which will contain a separate account to correspond with each 
class of investment—all investments being posted therein, in 
addition to being set up in ledger accounts—so that we have a 
«totals ’’ account for each class, which provides an excellent 
check on the balances extracted from the investment ledgers 
at the periodical balancing of accounts. 

It will be seen, therefore, that with the aid of the analysis 
columns of the ‘‘ register of total cash received and paid,” and 
the balances shown by the supplemental ledger, it is possible 
at any moment to obtain with very little trouble a revenue 
account and balance-sheet on a cash basis (i.¢., without 
adjusting entries for outstandings and accrued items) without 
involving the labour that would be necessary in balancing all 
the revenue and investment ledgers. 

The accompanying chart will probably aid the student in 
following the system of insurance book-keeping. 


REcEIPTs. 

Premium Cash Book posted to Premium Register; weekly 
total to Revenue Charges Account Ledger. 

Rent Cash Book posted to Rent Registers; weekly total to 
Revenue Charges Account Ledger. 

Dividend Cash Book posted to Dividend Registers ; weekly 
total to Revenue Charges Account Ledger. Register divided 
into twelve months of the year, each investment being entered 
according to due dividend dates. 

Interest Cash Book posted to Mortgage and Loans Ledgers ; 
weekly total to Revenue Charges Account Ledger. 

Consideration for Annuities, Register of Annuities. 

Capital Received, Investments Sold, Bonds Drawn, é€c., 
posted to Investment, Mortgage, or Loan Accounts, and 
Supplemental Ledger. 

PAYMENTS. 

Claims entered in Claims Register, marked off in Policy 
Registers, and weekly total posted to Revenue Account. 

Surrenders marked off in Policy Registers, and weekly total 
posted to Revenue Account. 

Annuities marked off in Annuity Register, and weekly total 
posted to Revenue Account. 

Loans on Policies marked up in Policy Register, posted to 
debit of Loans Accounts. 

Management Expenses posted to Revenue Account direct. 

Investments posted to Ledger Accounts and Supplemental 
Ledger. 

The following is the pro forma Revenue Account or Fitst 
Schedule given in the Act, and it is proposed to examine each 


be in the minds of students who are not familiar with this 
class of account. 
First ScHEDULE. 

Let us now proceed to examine the First Schedule, or what 
is really the Revenue Account. You will notice that the first 
item is the Assurance Fund at the commencement of the 
year, which of course is the balance of the fund at the end 
of the preceding year, and which appeared as a liability on 
the last balance-sheet. This item really represents the excess 
of the assets over the liabilities other than those in respect of 
the particular class of insurance to which it relates, or, in 
other words, the nett assets that are available for the payment 
of claims. 

The next item is ‘‘ Premiums”’ and by the provisions of the 
Act these must represent nett premiums received or receivable 
by a company after the deduction of reinsurance premiums. 
Almost every company limits the amount of risk which it is 
prepared to undertake, and therefore places part of the 
risk with another company, paying them what are called 
reinsurance premiums. This item will also include any 
outstanding premiums due to the company but not received 
prior to the end of the financial year.: In the case of 
ordinary branch business 30 days grace are always allowed 
for the payment of the premiums, whilst in the industrial 
branch a premium cannot be lapsed until express notice of 
the intention of the company to lapse a policy has been given 
to the assured. In all cases of indemnity insurance the 
assured is allowed 15 days grace. 


Hair Crepit Premiums. 

It is the practice of some companies to advance, by way of a 
loan on a policy, half of the amount of the premium, which 
enables the assured to be covered for a larger amount than he 
would perhaps consider that he was able to afford. In such 
cases that portion of the premium which is advanced by 
the company will be added to the asset ‘‘ Loans on Policies.”’ 
In some cases a person may pay what is called a single 
premium—that is to say, a lump sum is paid on the policy 
being taken out, no further premiums being payable. It 
may be advisable to explain the difference between the nett 
premiums and loaded premiums, the former being the actual 
cost of the assurance, whilst the loading represents the 
addition made by a company to cover all overhead charges 
and margins of profit. 

Although the revenue account does not make any distinction 
between the renewal premiums and new premiums, the Act 
requires a footnote to be made giving the actual amount of 
annual and single premiums in respect of the new business 
of the year. 

In order to include outstanding premiums in the item of 
‘* Premiums ” it is necessary to make an adjusting entry at the 
end of the year through the journal, debiting outstanding 
premiums-—which, of course, appears as an asset on the 
balance-sheet—and crediting the premium account. Students 
are warned to be careful in their treatment of all outstanding 
and accrued items. There is rather a tendency to add these 
to the respective items in the revenue account, but it must 
be remembered that this will have already been done before 
the balances are submitted to the examinee. 

The next item is ‘‘ Dividends, Interests and Rents,’’ and this 
account will have been adjusted in respect of outstanding and 
accrued dividends, interest, and rents, the latter being balance- 
sheet items. It will be observed that the income tax thereon 
must be deducted from the account of dividends, &c., received. 
Practically the whole income under this heading is received 
nett, being taxed at source, and it is therefore necessary to 


item carefully and if possible explain any difficulties that may 


have a careful record kept, so that at the end of the year all 
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tax that has been deducted may be debited to income tax 
account and credited respectively to the dividends, interests 
and rents accounts. It is customary to keep an income tax 
register in which this class of income is entered as received, 
income tax being entered in a separate column, and the gross 
amount in a third column; this register is invaluable in 
preparing the assessment of: the company’s liability for 
income tax at the end of the financial year. 


The next item is ‘‘ Consideration for Annuities Granted,” 
which represents the capital sum paid by purchasers of 
annuities. It must be noted that annuities may be of two 
classes :— 

(a) Contingent annuities, which are only payable during 
the life of the annuitant, and 

(b) Annuities certain, which will be payable for an exact 
number of years. 


There is no obligation for a company to keep a separate 
annuity fund, although some companies do so; it is more 
customary to merge the annuity fund in the life fund, and 
therefore we get the consideration for annuities on the debit 
side of the revenue account, and the payment to the annuitant 
on the credit side. Before payment of an annuity the 
company requires a certificate signed by a clergyman or some 
other responsible person, that the annuitant is still living. 


Under the heading of some ‘‘ Other Receipts’’ we get such 
items as:— 

(a) Fines and Fees in respect of renewals of lapsed 
policies, which really represent interest on the 
overdue premium where a policy has lapsed, but 
on evidence of good health of the assured being 
provided the company usually agrees to revive the 
policy. As a general rule, after the policy has been 
in force for, say, three years, the company will allow 
lapsed policies to be revived at any time within one 
year after fhe premium becomes due. 

(b) Registration Fees. This will include fees charged by 
a company for the registration of Probate and 
Letters of Administration. 

(c) Assignment Fees, which relate to fees charged where 
assignments of policies are notified to the company, 
and it must be observed that priority of registration 
will give priority of title to the assignee. 

(d) There may also be an item for Transfer Fees if 
the company is a proprietary company, it being 
customary to charge a small fee upon registration 
of transfers. 

(e) Some companies credit their revenue account with 
Profits on Investments or Reversions Realised, but 
it is submitted that this is not advisable as such 
profit is really a capital profit and should be, 
therefore, preferably credited to a reserve fund 
against possible losses on realisation at some 
future date. 


Let us now examine the credit side of the revenue account, 
and we see that the first item is that of “Claims.” This must be 
divided into two classes shown short under the headings of : — 

(a) Death claims. 


(b) Endowment or maturity claims, or as they are 
sometimes called, claims on survivance. 


These endowments represent assurances which have been 
taken out to mature at a fixed age, but should that age not 
be reached by the assured the claim would be paid as a death 
claim. It must be noticed thatthe claims include outstanding 
claims, or, as they are usually called, “ claims udmitted but not 
paid.’’ Itfrequently happens that at the end of the company’s 


- 


financial year a number of deaths have been notified to the 
company, the liability for which the company is quite 
prepared to admit but which they are unable to pay until 
proof is forthcoming of the legal personal representative’s 
right to receive payment, and the company therefore requires 
production either of probate by the executor, or letters of 
administration by the administrator. There are some policies, 
however, which are taken out for the express purpose of 
paying estate duty, and in such cases the claim would be paid 
by a company without waiting for probate or letters of 
administration to be produced. 


Surrenders.—This represents policies which have been 
surrendered by assured persons who for some reason are 
unable to continue the payment of their premiums, and the 
company therefore returns a proportion of the premiums 
received. As a general rule a company does not grant a 
surrender value until the policy has been in force fur three 
years. The amount of the surrender will naturally vary 
according to the time the policy has been in force. On the 
other hand, instead of the assured actually surrendering the 
policy the company will almost invariably be prepared to 
grant a loan within the surrender value. It sometimes 
happens that a person insured under an endowment policy 
may towards the end of the term be desirous of discounting 
the amount of the claim, in which case it is usual to treat 
such a case as a surrender and not as an endowment claim. 


Annuities.—These represent the payments to persons having 
purchased annuities, and must also include those due and 
unpaid at the end of the financial year, the corresponding 
credit appearing as a liability on the balance-sheet. Annuities 
are usually paid nett; that is, income tax at the current rate is 
deducted by the company unless a form claiming exemption 
from income tax or deduction at-half the standard rate has 
been lodged by the annuitant. The company retains the 
income tax, as the annuities are paid out of income which 
has been taxed at source. 


Bonus.—A company usually gives policy holders three 
options as to the manner in which the profits of the company 
are to be allocated to them, the options being: 


(a) To have what is called a ‘*‘ reversionary bonus”; that 
is, the amount of bonus will be added to the policy 
and will be payable when the policy becomes a claim. 

(b) To take the bonus in cash —the policy holder receiving 
the present value of the reversionary bonus due 
in m years (n representing the number of years 
that the assured person is expected to live, as shown 
in the mortality tables used by the company). 

(c) The third option is for the assured to have the bonus 
taken in reduction of premiums. 


It may be mentioned that policies may be either ‘‘ with 
profits” or ‘ without profits,” and it is only the “‘ with protits” 
policies that participate in the above options. 


Commission.—Agents employed to collect premiums may 
work either under a fixed salary or on the basis of salary plus 
commission, which is the usual practice. In most large 
companies the country is divided up into districts, and the 
agents in certain districts are usually under the control of a 
superintendent who will probably receive a fixed salary and 
also an ‘‘over-riding’’ commission on all new business 
procured in their district. It is the usual practice for a 
company to pay a scale rate of commission on all new 
premiums and a small commission on all renewals with 
regard to life business. In some cases, however, the future 
commission is ‘‘commuted’’ and only one commission is 
paid on the introduction of a new business. It is a common 
practice for companies to permit the agents to deduct from 
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the premiums they actually receive their commission and 
expenses, in which case the agent remits the net balance to 
the head office together with an account giving all the details. 
This practice naturally entails a considerable amount of labour 
at the head office, as all expenses which have been deducted 
by the agents have to be debited to the various expense 
accounts and credited to premiums account in order to bring 
up the premiums to the gross amount. 


Expenses of Management.—Under this heading will be 
included all items which in an ordinary business would 
appear to the debit of profit and loss account, such as rent, 
rates, taxes, salaries, directors’ fees, &c. 


Other Payments would include dividends to shareholders 
(in the case of a proprietary company), transfers to reserve 
account, depreciation of investments, unless the company is 
carrying on business other than life, in which case these 
items may appear in the profit and loss account. The balance 
of the revenue account is called ‘‘the fund at the end of 
the year,’’ and is carried down to the balance-sheet as a 
liability, being shown next to the share capital (if any). 
It may happen in an examination that the set of balances 
given to a student include no funds either at the beginning or 
at the end of the year; in such a case it will be necessary 
to work the question, commencing with the balance-sheet, for 
the excess of assets over the liabilities will furnish the fund 
for the liability side, and the closing fund for the revenue 
account; similarly, the excess of payments plus fund at the 
end of the year over the receipts will give us the fund at 
the beginning of the year. It must be noted that the surplus 
of assets over liabilities (excluding reserve funds) represents 
the actual net assets which are available to meet the claims of 
policy holders, &c. 


Indemnity Assurance.—Revenue accounts are practically 
identical with life, except that a deduction must be made 
from the premium income in respect of reserves for the 
unexpired risks that must arise owing to premiums being 
received in advance; the amount reserved for these unexpired 
risks is usually 40 per cent. of the premium income for the 
year in the case of well established offices, whilst a larger 
reserve is often retained by a young company anxious to build 
up adequate reserves in case of some big fire or marine disaster 
occurring. The balance of the indemnity revenue accounts, 
after allowing for these unexpired risks, will represent the 
profit or loss on the year’s business, and will be transferred 
to the profit and loss account; and you will remember that 
the profits are debited and the losses credited. 


In the case of employers’ liability business, a separate 
revenue account must be given in respect of business 
arising in the Irish Free State. 


GENERAL BRANCH. 

General Branch.—Included in the general headings of 
“Premiums, Claims, &c.,’’ we have a large amount of 
‘““inwards” and ‘‘ outwards” re-insurance business—both 
‘* facultative” and ‘‘treaty”’; also what are called ‘‘ pool” 
contracts. 


‘*Re-insurance’’ is a term used to describe the risks of one 
company being passed on by that company in part or whole 
to several other companies called ‘re-insurers.’’ Inwards 
business represents re-insurances by other companies with 
ourselves; outwards business being re-insurances one effects 
with other companies. 

‘* Facultative” re-insurance is the re-insuring of specific 
risks; ‘‘ treaty’’ business, however, refers to re-insurances 
arranged by two companies who enter into a contract to accept 
in bulk an agreed amount of each other’s original risks. 


Commission is allowed in the usual way, but if a profit is 
made on the business involved under a treaty during the 
period of contract (usually a year, and renewable) then a 
‘* profit commission”? is paid, thus reducing the net premiums. 
In dealing with small companies it is frequently agieed in 
treaty business that only 60 per cent. of the gross premiums 
shall be paid, the 40 per cent. being held by the paying 
company during the period of contract as a treaty reserve 
to protect themselves in the event of default by the other 
side in the payment of claims, &c., should such arise. 

As has already been intimated, when a tisk shouldered by 
one company is re-insured with others the first company 
bears the responsibility of the whole risk and re-imburses 
itself in respect of claims from its re-insurers unless they 
make default. 

**Pool” business, on the contrary, is the effecting of 
insurances by several companies who agree under contract 
to jointly insure a certain risk or risks, exch company being 
responsible for its proportion of the whole. Only companies 
of equal standing enter into a pool, but should one of them 
default when a claim arises the others bear the loss of the 
defaulting company’s share proportionately. 

Marine policies are classified as under the following 
headings, viz :— 

Interest | 


Valued } Named } 
Wager | Open } 


Voyage 
Floating | 


Time 


Scuepvute III. 

Turning now to Schedule III, or what is really the 
balance-sheet, if we scan the assets it will be noticed that 
a particular order is to be observed. First, the various classes 
of mortgages and loans are given in groups according to the 
security upon which they are advanced, and then follow, 
under the sub-heading of ‘‘ Investments,” the various classes 
of Stock Exchange investments, which follow as nearly as 
possible the order adopted in the Stock Exchange official list, 
priority being given to British securities. Indian and Colonial 
taking second place, and foreign securities being placed third. 
It must be noticed, however, that the deposits which it is 
necessary for a company to lodge with the Paymaster-General 
must be specifically stated. 

There are a few items amongst the assets that I think may 
need some explanation. I find that some students are not 
by any means clear as to the meaning of ‘‘ reversions’’ and 
‘* life interests,’ and as these items almost invariably occur 
in the accounts of life insurance companies I should like to 
explain that a reversion represents some property to which 
a@ person may become entitled upon the death of another, 
who is termed ‘‘ life tenant’’ and who enjoys a ‘‘life interest” 
in the property which at his death passes to the reversioner. 
For example, X leaves the sum of £10,000 5 per cent. War 
Loan, and provides that his son is to tike a life interest 
in this, and on his death his grandson is to have the 
reversion. In both these cases there arises the possibility 
of either raising money as a loan on the security of the 
life interest or the reversion, or of actually selling the same, 
and it is quite a usual type of business carried on by insurance 
companies. In the case of life interests, the company would 
always require a life tenant to insure his life for probably 
two or three times the amount advanced to him. The item 
‘*rent charges” also requires explanation, as the uninitiated 
are apt to think this is an item which should appear in the 
revenue account. As a matter of fact, this represents 
the purchase price paid by a company for the right to receive 
repayment of loans which have been granted to landed 
proprietors who have borrowed money for the improvement of 
their property under the authority of ihe Lands linprovement 
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Act. This Act permits property holders to raise money as | 


a first charge on the property for the purpose of improving 
the same, and the repayment of the loan is usually spread over 
a long term of years. In the first instance it is advanced by 


the Lands Improvement Company, who, when the advances 


have been negotiated, transfer these loans for a consideration 
to other companies. Another item, ‘‘ Freehold Ground Rents,” 
sometimes confuses students, who are apt again to consider 
this as being a revenue item. This represents the capital 
value paid by a company for the purchase of the right 
to receive the annual ground rents paid by owners of 
leasehold property until the termination of the lease, when 
the actual property itself will pass into the ownership of the 
company. 

Before the ledger accounts relating to investments are 
closed for the financial year there are a considerable number 
of adjustments to be made in respect of various matters. 
First of all the question of ‘‘ terminable securities” has to 
be gone into. A large number of investments made by a 
company are redeemable at some fixed future date, and if 
these have been bought above par it is necessary that the 
ledger values should be written down during the period which 
elapses between the date of purchase and the date of maturity, 
the necessary annual sum to effect this is therefore calculated 
and a journal entry passed crediting the investment account 
and debiting interest. Conversely, where securities have 
been purchased at a price below par, joarnal entries are 
passed debiting the investment account and crediting interest 
with the required sum, so that at the date of maturity, in 
either case, the investment will stand in the books at the 
redemption price. 


Accruep InTerEest ON PurRcHASES AND SALES. 

It is obvious that where investments are purchased ‘‘cum 
dividend’’ that the purchase price includes the dividend which 
has accrued from the date of the last payment of dividend up 
to the date of purchase, and this proportion of the purchase 
price relating to dividend must therefore be written back and 
journal entries passed crediting the investment and debiting 
interest account, for if this is not done the investment will 
stand in the ledger at a higher price than its true capital value, 
and interest account will be receiving credit for dividends 
that were actually earned before the company purchased the 
investment. Similarly upon sale of investments, if shares 
are sold cum dividend the amount of accrued dividend in the 
sale price requires adjustment, and another journal entry is 
necessary, debiting the investment with the proportion of 
accrued dividend which is in the sale price and crediting the 
dividend account. Although it is customary for an insurance 
company to accumulate an ‘‘ investment reserve fund”’ which 
is adequate for covering any depreciation in Stock Exchange 
values, it is quite a usual practice to adjust the ledger values 
of investments as between those standing above market prices 
and those standing below. There is another class of investment 
which also requires special annual adjustment, namely, the 
annuities issued by the Indian railways, as in most cases 
the annuities consist of instalments of capital and interest 
which terminate at some fixed future date, and it is therefore 
necessary to set aside a sinking fund to replace the cost price 
of such an investment at the end of the term. The capital 
portion of each instalment of the annuity is therefore debited 
to interest account and credited to the sinking fund (unless 
apportioned on receipt), which should accumulate to the 
amount required to replace the original cost of the annuity 
by the time the annuity runs out. Again, where a company 
owns leasehold property, it is necessary to set up a sinking 
fund in order to replace the wasting asset at the termination 
of the lease. 


Discussion. 


| Mr. J. H. Apranams: I should like to ask the Lecturer 
what is the proper procedure to adopt if, for instance, I want 
to assign a life policy. 


Mr. Grarncer: The proper procedure is for you to notify to 
the company the name and address of the assignee, they will 
| acknowledge notice of the assignment, and then you can hand 
| the assignment and the policy to the person to whom you 

wish to assign it. 


Mr. ApraHams: Has it to be stamped ? 


Mr. Grarncer: Yes, with a stamp varying with the amount 
of consideration. You should remember a very important 
point regarding an assignment, i.e., that the assignee takes 
‘*subject to the equities.” 


Mr. W. D. Menzies: There is an item in the First Schedule 
of interest, dividends and receipts less income tax thereon. 
I should be glad if the Lecturer could tell us the usual 
procedure adopted for the ‘‘grossing’’ of those items. 
Are they all ‘‘grossed’’ in detail? Then I have another 
question. The Lecturer said that in the case of a mining 
disaster money is paid out immediately upon the policy, 
but is it not necessary to wait for the probate or letters of 
administration ? 


Mr. Grarncer: In reply to your first question, the interest, 
dividends and rents are mostly received net. They are entered 
in a register in separate columns, and at the end of the year 
the total tax that is deducted is by a journal entry debited to 
income tax account and credited respectively to dividends, 
interest and rent accounts. Your second point is with regard 
to industrial branch policies. It is not necessary to wait for 
probate or letters of administration. As a matter of fact, in 
many cases industrial policy holders die intestate. We never 
insist on letters of administration in that branch. Of course 
they would have to produce the policy as evidence that the 
deceased miner was insured, but that is all. Frequently we 
have paid over large sums actually on the spot at the time 
of a disaster. 


Mr. Menzies: You referred to the system of internal audit. 
If you have time to amplify your remarks I am sure many 
members would be interested. 


Mr. Grarncer: I would very willingly go into the question 
of the internal audit, but I should have to keep you another 
hour. If, however, on some future occasion you repeat your 
kind invitation to me to deliver a lecture I shall be glad to 
take up that subject as a special lecture, but I could not hope 
to give you any adequate idea of our internal audit this 
evening. I can only say that every director—and we have 
ten—has a duty assigned to him, e.g., to check cash books or 
examine securities, brokers’ contracts, deeds, &c., all the 
securities being kept under the control of the directors. 
As I say, on another occasion I shall be very pleased to 
deal with this matter. 


. Mr. G. H. Brivez, Incorporated Accountant: I should like 
to ask one or two questions. The Lecturer referred to the 
deposit of £20,000 with the Irish Free State. Are we to 
regard the Irish Free State as a foreign country for the 
purpose of classification of assets on the balance-sheet? 
For example, mortgages on property in the Irish Free State 
and various other classes of assets in the Irish Free State, are 
they to be regarded as British or foreign? Perhaps the Lecturer 
can also tell us the practice with regard to the purchase of 
investments. An investment is bought at a certain price, 
which price will generally include a certain amount of accrued 
interest, and consequently part of that price paid undcubtedly 
represents the accrued interest. Some companies, I believe, split 
the interest when received as between income and reduction of 
purchase price; others do not. Perhaps Mr. Grainger can tell 
us what is the general practice. Tten he referred to half 
credit premiums and to single premiums. It seems to me 
that policies under which half credit premiums or single 
premiums are payable frequently raise questions as to the 
position of the assured in regard to income tax or super tax. 
I believe that half credit premiums will not now be allowed 
for relief of income tax. As regards single premiums, in 
recent years we have seen references in the reports of the 


big companies to considerable business having been done 
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single premium is paid and the assured obtains a loan from 


in this class of policy. The position, ] understand, is that a | credited toa reserve account as a set-off against losses which may 


arise in other cases. As a general rule insurance companies 


the company on his policy. The interest on that loan is | do not make much profit out of reversions after allowing for 
claimed as a deduction in arriving at total income for | interest. 


super tax purposes. Then I have one other point, and that 


is with regard to the profits or losses on sales of investments. | 


Mr. Baytey: In the return of the management expenses, 
supposing you had an actual loss on your life business in 


The Lecturer told us that these, strictly speaking, should be : : : 
treated as capital; perhaps he will tell us how the Inland 0 — valuation, weeld you got a tax ellsmanes 


Revenue treat them when dealing with the company’s taxation | 
liability. | 

Mr. Gratncxr: With regard to profits or losses on | 
investments, these have to be listed and sent to the Inspector | 
of Taxes, who will allow any losses as against profits “4 
investments, providing the broker’s contract notes for 
purchase and sale accompany the claim. Your second point, | 
I think, was with regard to policies taken out with a view to | 
avoiding super tax. This has been very largely done, and | 
I should not be a bit surprised if in the near futnre a provision 
be inserted in the Finance Act which will put the congé on 
that. With regard to ‘‘cum dividend” quotations at which 
a company may purchase or sell stocks, it is our invariable 
practice—atd I believe that of most hig companies—to adjust 
all purchases and sales of investments with regard to the 
dividend which is included in the purchase and sale prices. 
We adopt the same principle as you would if you were 
making out an executorship account. When we receive our 
first dividend, supposing we have only held the stock for 
three months, we are getting a full six months’ dividend, we 
divide that dividend and take one half to the credit of the 
investment account (thus reducing it to the strict capital 
value), the other half remaining to the credit of dividend 
account. Similarly with regard to investments sold, if we sell 
half way between the dividend period we shall be getting a 
higher price than is represented by the capital value, because 
the purchaser is paying us for three months accrued dividend ; 
we therefore debit the investment account with three months’ 
interest, and credit interest account with the balance, otherwise 
you would never get a true reflection of the yield on your 
investments. The Irish Free State is regarded, for deposit 
purposes, as a foreign country. Mortgages inside and outside 
the United Kingdom simply relate to the situation of the 
property charged with the mortgages. 


Mr. D. N. Crick, Incorporated Accountant: I believe that 
in companies other than life companies premiums received or 
due at Christmas are excluded from the revenue account for 
that year. 


Mr. Graincer: I believe that is so in indemnity cases. 


Mr. Crick: They are excluded when computing the 
40 per cent. reserve ? 


Mr. Grarncer: Yes. 


Mr. T. Rogers: The Lecturer spoke of marine insurance 


or more. In view of this fact, in our office the Inspector of 
Taxes allows us to submit accounts for two, or even three, 
years. Is that an unwritten law of the authorities, or merely 
an arrangement with the Inspector ? 


Mr. Gratncer : I believe it is the accepted practice. 


Mr. V. H. M. Bayuey, Incorporated Accountant: Is the rule 
about stockbrokers’ commissions, stamps, &c., being allowed 
as management expenses a new rule for the future, or can we 
go back for six years? As to profits on reversions, you say 
you take them to the profit and loss on investment account. 
That means the difference between the cost price plus the 
interest which you have debited, not the difference between 
the original cost and the selling price? 


Mr. Gratncer: No; the custom is to value your reversion 
at such a price that it should yield the average rate of interest 
you expect to get on your invested money. Year by year the 
reversion is debited with that annual interest; then when 
the person dies and the reversion falls in, you would have to 
pay the estate duty (which is allowed for in the purchase 
price), and whatever difference there might be on the ledger 
account after you have realised the securities would represent 
the profit or loss on that reversion. I submit that, rather 
than include such profits in the revenue account, it should be 


Mr. Gratncer: No; if you make a loss they tax you on 
interest (subject of course to the management expenses claim). 


Mr. D. G. Lieut: Might I ask the Lecturer to define an 
‘* excess policy ’’ of insurance ? 


Mr. S. E. Srraxer: I suggest that the answer to the 
previous speaker's qnestion is that it represents an agreement 
between two companies for one to take over any excess over a 
pre-arranged figure which the other company might have 
on any one ‘‘line.” It is a form of re-insurance, but has 
peculiarities not found in the usual form. 


Mr. Graincer: I believe you are right. 


Mr. Srxaker: You told us that under Case 3 you pay tax 
on income which probably does not exist. I was wondering 
whether the same thing applied when you pay an annuity to 
an annuitant who has not sufficient income to permit of the 
deduction of tax—whether you have some arrangement to 
recover the tax borne either directly or by negotiation, by 
inclusion of such an annuity in your management expenses, 


Mr. Graincer : You mean where we pay the annuity gross ? 
Mr. Srraker: Yes. 


Mr. Gratncer: The point is this: A company is not 
allowed to retain more tax from the Inland Revenue than 
is represented by the tax on the income from the investments 
which represent the annuity fund. As I have said, for the 
mo-t part annuities are paid out of taxed income. But if they 
are not, if they should have deducted a greater sum than is 
represented by the tax on the annuity fund, then they have 
to hand over the difference to the Inland Revenue. That will 
probably cover your point. 

Mr. Srraxer: If you have a dividend for £100, and you 
get £20 tax taken off, you only get £80. On the other hand, 
you might have an annuity for £100 gross coming due, and you 
would only have £80 to pay it with. 

Mr. Gratncer: The whole point is this: The company is 
not deducting the tax for its own benefit primarily; it is acting 
as collector for the Inland Revenue, but it is allowed to 
retain the amount of tax that is represented on the annuities 
so long as it is not greater than the income from the annuity 
fund. Anything more than that they have to hand over. 


Mr. Straker: What would happen if the fund was closed ? 
Mr. Grarncer: This would not affect the usual procedure. 


Mr. Srraker: As to interest on estateduty. Inthe Inverclyde 
case the Law Lords called it capital. How would you deal with 
the interest ? 


Mr. Grarncer: We cannot possibly pay it legally until we 
get probate or letters of administration; any appeal would 
mean a further charge on income. 


Mr. Srraker: Trust companies and insurance companies 
are in a better position than trusts. The Inland Revenue 
allow trust companies their management expenses. and I was 
wondering whether the same thing applies to interest on 
estate duty—whether they are permitted to include interest 
on estate duty in the management expenses ? 


Mr. Grarncer : I think not. 


Mr. Srraxer: With regard to the £20,000 deposit, does the 
Treasury take responsibility for depreciation in the securities 
which they hold, seeing that the company is not responsible 
for keeping up the value of those securities ?. 


Mr. Gratncer: No; neither do they require the company to 
maintain the value. : 


On the motion of Mr. Bripex, seconded by Mr. MeEnzigs, 
a hearty vote of thanks was accorded to Mr. Grainger for 
his lecture, and the Chairman was also thanked for his 
conduct in the chair. 
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Section 4. 
Balance Sheet of the_ . 


Shareholders’ capital paid up (ifany) .. £ 


Life assurance funds* :— 
Ordinary branch 
Industrial branch 


Annuity fund* 

Fire insurance fund 

Accident Insurance fund 
Employers’ liability insurance fund 


Bond investment and endowment certifi- 
cate fund 


Marine insurance fund a Ke a | 


Sinking fund and capital redemption fund 


Profit and loss account 5 - 
Other funds (if any) to be specified 2s | 


Claims admitted or intimated but not 
paidt :— 
Life assurance .. = a = 
Fire insurance .. = - le | 
Bond investment 


Annuities due and unpaidt 


Other sums owing by the Companyt (to be 
stated separately under each class of 
business) 


£ 


THIRD SCHEDULE. 


Assets. £ 
Mortgages on property within the United Kingdom 
Do. do. 


Loans on parochial and other public rates ont 
Do. life interests 
Do. reversions : 

Do. stocks and shares 
Do. Company’s policies within their sur- 
render values 


out of the United Kingdom 


Loans on personal security 


Investments :— 
Deposit with the =~ Court actmes to 
be specified) 
British Government sveurition , aa 
Municipal and alae securities, United 
Kingdom 
Indian and Colonial Goverament coousitien | 
Do. provincial do. 
Do. municipal do. 
Foreign Government securities 
Do. provincial do. om x] 
Do. municipal do. 
Railway and other debentures and debenture 
stocks—Home and Foreign 
Railway and other preference and guavsateed | 
stocks .. oe 
Railway ordinary stocks 
Rent charges 
Freehold ground vente . 
Leasehold do. 
House property 
Life interests 
Reversions 


Agents’ balances 
Outstanding premiumst+ ; 

Do. interest, dividends, and wideal boa 
Interest accrued but not payablet .. “s os | 
Bills receivable | 
Cash :— 


On deposit ot 
In hand and on omnes enceuat — - 


Other assets (to be specified) 


* Life companies having separate annuity fund to show 
amount thereof separately. 


+ These items are or have been included in the corresponding 
items in the First Schedule. 


Note 1.—When part of the assets of the company are 
specifically deposited, under local laws, in various places out 


of the United Kingdom, as security to holders of policies there 
issued, each such place and the amount compulsorily lodged 
therein must be specified in respect of each class of business, | 
except that, in the case of fire, accident, or employers’ liability | 
insurance business, it shall be sufficient to state the fact that | 
a part of the assets has been so deposited. ‘ 

Note 2.—A balance-sheet in the above form must be rendered | 
in respect of each separate fund for which separate investments | 
are made. 


Note 3.—The balance-sheet must state how the values of 
the Stock Exchange securities are arrived at, and a certificate 
must be appended, signed by the same persons as sign the 
balance-sheet, to the effect that in their belief the assets set 
forth in the balance-sheet are in the aggregate fully of the 
value stated therein, less any investment reserve fund taken 
into account. In the case of a company transacting life 
assurance business or bond investment business, this certificate 
is to be given on the occasions only when a statement respecting 
valuation under the Fourth Schedule is made. 

Note 4.—In the case of a company required to keep separate 
funds under sect. 3 of this Act, a certificate must be appended, 
signed by the same persons as signed the balance-sheet, and 
the auditor, to the effect that no part of any such fund has 
been applied, directly or indirectly, for any purpose other than 


_ the class of business to which it is applicable. 
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RECEIPTS. De. Cash Books (or Dr. side of Cash Book with analysis columns instead 
of separate books). 


PREMIOMS GENERAL LOANS ON POLICIES 
| Cash Books | 


Premium Weekly Rent Weekly Dividend Considera- Capital 2 i Interest 
Registers Total to Register Total and tion for 7 
venue Revenue, Interest Annuities 
A/c Ledger A/c Ledger Revenue 
Charges Total 


= Cash 
Cash Cash Dividend Annuity Investment received 
Totals Totals Register Register Ledger A/c 
Book Book 


Loanand Cash Supple- 
Mortgage Totals mental 
Ledger Book Ledger 


| 
| overdraft) 
Cash Cash as per Cash 
Totals Totals ___ Books to be 
Book Book = reconciled 
with 
, . . balance as 
PAYMENTS. Cr. Cush Books (or Cr. side of Cash Book with analysis columns er Pass 
instead of separate books). i ook, 


CLAIMS SURRENDERS ANNUITIES LOANS on Man. Perry Capital 
Policies EXPENSES CasH 
| 


Policy Claim Policy Surrender Annuity Weekly Policy Totalto Revenue Revenue Invest- 
Register Register Register Register Register Total Register Supple- Ale ment 
Revenue mental e Ledger Ledgers 


A/e Ledger 
Weekly Ledger LoanA/c 
Total to Ledger Supple- 
Revenue mental 
Ale Ledger 
Ledger Boo 


N.B.—ALL Weexty Torats are entered in Cash Totals Book (Receipts and Payments). 


Section 4. 
FIRST SCHEDULE. 


N.B.—Where marine insurance business or sinking fund or capital redemption insurance business is carried on, the income 
and expenditure thereof to be stated in like manner in separate accounts. Any additional businesses (including 
employers’ liability insurance business transacted out of the United Kingdom) to be shown in a separate inclusive 
general account. 


(A)—Form Arpiicaste to Lire AssuraNcE BusINEss. 
Revenue Account of the for the Year ending -.in respect of Life Assurance Business, 


tient id “— — ) 


Business | Business | Business | Business 
within the} out of the Total. within the| out of the 
United United | | United United 
Kingdom. | Kingdom. | | Kingdom. | Kingdom. 


£e.d./£ 6. 4./£ 8. a. £8. 4./Z s. d. 
Amount of life assurance fund at Claims under policies paid and 
the beginning of the year... outstanding— 
Premiums— | By death .. as 
Consideration for annuities | By maturity 
granted .. os Surrenders, including 
Interest, dividends £ s. 2. renders of bonus... 
and rents i Annuities “o - 
Less income tax Bonuses in cash os = 
thereon .. ov Bonuses in reduction of pre- 
2 awa miums ts * cs 
Other receipts a to be Commission... ee 
specified .. ne . o- Expenses of management ‘e 
Other payments (accounts to 
be specified) .. oi 
Amount of life assurance fund 
at the end of the year, as per 
Third Schedule oe 
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Notes. 


Note 1.—Companies having separate accounts for annuities 
to return the particulars of their annuity business in a 
separate statement. 


Note 2.—Companies having both ordinary and industrial 
branches to return the particulars of the business in each 
department separately. 


Note 3.—Items in this account to be nett amounts after 
deduction of the amounts paid and received in respect of 
re-assurances of the Company’s risks. 


Note 4.—If any sum has been deducted from the expenses of 
management account, and taken credit for in the balance-sheet 
as an asset, the sum so deducted to be separately shown in the 
above account. 


Note 5.—Particulars of the new life assurances effected 
during the year of account to be appended to the above 
account showing separately, as respects business within and 
business out of the United Kingdom, the number of policies, 
the total sums assured, the amount received by way of single 
premiums, and the amount of the yearly renewal premium 
income, the items to be net amounts after deduction of the 
amounts paid and received in respect of re-assurances of the 
Company’srisks. The particulars as to yearly renewal premium 
income need not be furnished in respect of industrial business. 

Note 6.—The columns headed “‘ Business out of the United 
Kingdom,” in the case of companies having their head office 
in the United Kingdom, apply only to business secured through 
branch offices or agencies out of the United Kingdom. 


District Societies of Incorporated 
Accountants. 


BIRMINGHAM AND MIDLAND. 


1926. Syllabus of Lectures. 


Oct. 28th. Annual General Meeting at 7 p.m., followed by 
a Smoking Concert at the Imperial Hotel. 

‘* Loss of Profits, Insurance and its Application,” 
by Mr. R. G. Knight, Head Office, Liverpool 
and London and Globe Insurance Company, 
Limited. 

‘* Holding Companies, with Special Reference to 
the Recommendations of the Company Law 
Amendment Committee,” by Mr. R. Ashworth, 
A.C.A., F.S.A.A. 

Mid-day Luncheon at the Birmingham Chamber 
of Commerce, New Street, Birmingham, 
at 1 p.m. 

Four Ten-Minute Talks on Matters of Interest 
to the Profession, by practising members of 
the Society. 

Mock Meeting of Creditors, in conjunction with 
the Chartered Institute of Secretaries. 

‘“‘The Abolition of the Average: Part IV, 
Finance Act, 1926.” by Mr. P. Barreg, 
H.M. Inspector of Taxes, Birmingham. 

Annual Dinner (precise date to be announced 
later). 

Lectures will commence at 6.30 p.m., and be held at the 

Birmingham Chamber of Commerce, New Street, Birmingham. 


Nov. 9th. 


Nov. 26th. 


Dec. 10th. 


1927. 
Jan. 2l\st. 


Feb. 2nd. 


Feb. 25th. 


March — 


MANCHESTER. 
1926. Syllabus of Lectures. 
Oct. 22nd. Fortieth Annual Meeting. 


Oct. 29th. Opening Meeting. Address, ‘‘ The Finance of 
the Export Trade in Cotton Piece Goods,”’ 
by Mr. W. E. Thompson, Vice-President, 

Manchester Chamber of Commerce. 


1926. 
Nov. 19th. 


Lecture, ‘‘ Practical Problems in Stores and 
Cost Accounts,” by Mr. Miles Taylor, F.C.A., 
London ; at 7.30 p.m. 

Discussion, ‘‘ Methods of Saving Tax,” by the 
Members. 


Dec. 17th. 


1927. 

Jan. 28th. Address, ‘‘The Work of the Stock Exchange,” 
by Mr. A. N. Winder, Chairman, Manchester 
Stock Exchange. By the courtesy of the 
Committee this meeting will be held in the 
Stock Exchange, Pall Mall. 

Discussion, ‘‘ Points of Difficulty in Income Tax 
Computations,’’ opened by Mr. J. H. Burton, 
A.S.A.A., City Treasurer’s Department. 

Annual Dinner, Midland Hotel. 

Lecture, ‘‘A Review of Recent Case Law as 
affecting Accountants,” by Mr. Neville J. 
Laski, Barrister-at-Law. 

April — Special Meeting of Members. 


Meetings will be held at 6 o’clock each evening in the 
Manchester Estate Exchange. 

The monthly luncheon for members will be served in the 
Midland Hotel at 1 o’clock on the second Wednesday in each 
month as follows :— December 8th, January 12th, February 9th, 
March 9th, April 13th, May 11th. 


Feb. 17th. 


Feb. 24th. 
Mar. 25th. 


NEWCASTLE-ON-TYNE. 


That the examinations for students had resulted very 
satisfactorily, so far as the district was concerned, was a fact 
favourably commented upon by Mr. Richard Smith, the 
President, at the annual meeting of the Newcastle-on-Tyne and 
District Society of Incorporated Accountants and Auditors 
held recently at the Armstrong College, Newcastle-on-Tyne. 

Mr. Smith made special reference to the success of Mr. J. B. 
Sanderson, of Bishop Auckland, who succeeded in obtaining 
First Prize and First Certificate of Merit at the Final 
examination in May, 1926. Mr. 8. J. Elliott, of Sunderland, 
in the November examination, 1925, was also awarded Second 
Prize and Second Certificate of Merit at the Final examination. 

The President mentioned that the total membership was 208. 

Mr. Smith and Mr. T. R. G. Rowland (Stockton) were 
re-appointed President and Vice-President respectively. The 
retiring members of the Committee—Mr. William Hughes 
(Sunderland), Mr. W. M. McKenzie (Sunderland), Mr. T. W. 
Scollick (Newcastle-on-Tyne) and Mr. W. H. Stalker (Jarrow)— 
were also re-elected, together with the Hon. Auditor, Mr. T. H. 
Major (Newcastle-on-Tyne). 

An informal dinner was afterwards held in the University 
Union Building, College Road, presided over by Mr. R. Smith, 
which had been arranged by the Hon. Secretary, Mr. J. Telfer. 


SHEFFIELD. 


The annual meeting of this Society was held recently. The 
following officers were elected :—President, Mr. C. H. Wells; 
Vice-Presidents,Mr. L. Lewis and Mr. H. Foulston; Committee, 
Mr. H. J. Allen, Mr. E. R. Harrison, Mr. W. Foulston, Mr. V. 
Carlisle, Mr. J. W. Richardson, Mr. H. Toothill* Mr. D. Craig 
and Mr.C.A. Belbin; Auditor, Mr. F. E. Beech; Hon. Secretary, 
Treasurer and Librarian, Mr. Percy Toothill. It was 
announced that an interesting syllabus of lectures had been 
arranged for the coming season, which would also include 
special meetings and debates for the students. 


WEST OF ENGLAND. 
Syllabus. 


1926. 
Nov. Ist. ‘*The Principles of Costing,’’ by Mr. H. E. 
Davis, Incorporated Accountant, London. 
Nov. 15th. ‘The Economic Aspects of Inheritance,’’ by 
Mr. H. R. Burrows, M.C., B.Com., Bristol 
University. 
Nov. 29th. ‘Income Tax Amendments of the Finance Act, 


1926,” by Mr. C.Whorlow Legge, Incorporated 
Accountant, London. 
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1926. 


Dec. 13th. ‘‘TheTheoryof Foreign Exchanges,” by Mr. H.R. | 


1997. Burrows, M.C., B.Com., Bristol University. 


Jan. 10th. ‘‘ Loss of Profits Insurance,’ by Mr. 8. A. F. | 
Kepple, A.C.I.I., Phoenix Assurance Company, | 


Bristol. 
Jan. 24th. ‘‘ Bankruptcy,” by Mr. E. Miles Taylor, F.C.A., 
London. 


Feb. 7th. ‘‘The Nature and Formation of Contract,’’ by | 
'for the year 1923. Under the last mentioned head some 


| interesting particulars are given, which we reproduce below :— 


Dr. A. W. Peake, Barrister-at-Law, Bristol. 


YORKSHIRE. 


A useful paper on ‘‘Recent Income Tax Develop- 
| 


ments,’’ was given to a large attendance of members of this 
District Society at Leeds on November 3rd, by Mr. A. G. 
McBain, C.A.,cfGleagow. Mr. 3. H. Hendereen, F.8.4.A., of | 
Leeds, presided. At the close of the paper a discussion took | 
place on points arising in practice. The meeting concluded 
with a vote of thanks to the Lecturer, proposed by Mr. Alfred 
Walton, F.S.A.A., and seconded by Mr. H. D. Myers, F.S.A.A., 
of Keighley. 


An interesting paper on ‘‘ Some Modern Problems of the 
Foreign Exchange,” was given to the members of this Society 
at Leeds on November 24th by Professor Douglas Knoop, M.A., 
of Sheffield University. The chair was taken by Mr. A. 
Schofield, A.S.A.A., of Leeds. The meeting terminated with 
a vote of thanks to the Lecturer. 


INSTITUTE OF BOOK-KEEPERS, LIMITED. 


The Council of the Institute of Book-Keepers, Limited, have 
presented to the Society a sepia copy of the original oil painting 
of Frater Lucas Pacioli, the father of double-entry book- 
keeping. The original painting is in the Museum at Naples. 
The Council of the Society of Incorporated Accountants and 
Auditors have been pleased to accept the gift, and the picture 
has been hung in the Committee Room at 50, Gresham Street. 


Scottish Motes. 


(FROM OUR CORRESPONDENT.) 


New Dundee Financial Appointments. 
A special meeting of the Law and Finance Committee of 


proposals by the Treasurer’s Committee following upon the 
passing of the recent Provisional Order authorising the amal- 
gamation of commissions and the re-arrangement of financial! 
officials. The proposals were described by one member as 
revolutionary. Under the new scheme the present Treasurer 
of the Police and Water Department becomes City Chamberlain, 
and the present City Chamberlain becomes City Collector. 
The proposals were unanimously approved. 


Edinburgh University—Lectureship in Secretarial 
Practice. 


This Lectureship has been instituted by the University in 
co-operation with the Chartered Institute of Secretaries. ‘he 
main subjects to be dealt with in the class are company law, 
company secretarial practice, office organisation and manage- 
ment, and the law of procedure at meetings. Mr. W. Barrie 
Abbott, B.L., C.A., Edinburgh, has been appointed lecturer. 
In connection with this departure by the University we note 
that the Chartered Institute of Secretaries has formed an 
Edinburgh and East of Scotland branch of the Institute, with 
Mr. G. J. Scott, Treasurer of the Bank of Scotland, as president, 
Mr. Alexander Johnston, managing director of the North 
British Rubber Company, Limited, chairman, and Mr. John R. 
Little, managing director of the Century Insurance Company, 


Limited, vice-chairman, with an influential committee. 


FRIENDLY SOCIETIES. 


CHIEF REGISTRAR’S ANNUAL REPORT. 


The second part is the Report of the Chief Registrar of 
Friendly Societies for the year 1924, now issued, deals with 
legislation, prosecutions and the annual returns of the societies 


ANNUAL RETURNS FOR 1923. 

Although of late years there has been some improvement on 
the part of societies in the manner of preparing their returns, 
consequent no doubt to a great extent upon the efforts of 
the departments in that direction, there is still scope for 
considerable further improvement. 


Inadequate Accounting Systems. 

Examination of annual returns and the special reports 
made by auditors still reveal many examples of inefficient 
accounting and inadequate book-keeping, and many returns 
were sent back for correction of errors which arose either 
through carelessness or ignorance. In a number of cases the 
office was able to indicate the corrections required or the net 
amount of discrepancies to be accounted for from a comparison 
with previous returns and the printed accounts supplied, but 
in some instances it was necessary to insist that the societies 
concerned should obtain the services of a public auditor or 
other qualified accountant. In other cases, where correspon- 
dence with the secretaries produced no satisfactory result, 
steps were taken to arouse the other officers to a sense of 
their responsibility. 

The following cases, selected from those which arose during 
this year, illustrate what has been said under this head :— 

(a) Discrepancies were discovered between the amounts 
shown as transmitted to an order by its branches and the 
amounts received by the order. Full details of the differences 
were furnished to the order and an explanation requested. In 
spite of many reminders no reply was received before legal 
proceedings were threatened. It was then explained that the 
branch secretaries had confused levies raised for management 
purposes with those for funeral purposes. The returns of the 
branches were sent back fcr correction, and at the same time 
many other inaccuracies in the returns were pointed out. In 
explanation of further delay in dealing with the matter the 
order stated that the branch secretaries had made many mistakes 
in the returns, amounts received for certain funds having 
been incorrectly entered against other funds, and that it had 
been difficult to get proper explanations from some branches. 
The amended returns furnished were still not wholly 
satisfactory, but, as the next year’s returns were overdue, they 
were filed and the order was requested to have matters rectified 
béfore submission of the next returns. The whole matter 
involved a considerable amount of correspondence and 
calculation of the amounts which should have been credited to 
the various funds, but as a result of it the returns for the 
following year werg found to be satisfactory. : 

(b) An explanation was requested of differences in the 
balances brought forward in the return of a branch. The 
books were specially investigated by the district secretary, who 
reported on the branch secretary’s accounts as unreliable and 
his book-keeping as lacking in method. Owing to the books 
not having been balanced, the amount of cash which should 
have been in hand and the balances of the sick and funeral 
fund and the management fund were doubtful. The 
secretary’s accounts were in such a deplorable condition that it 
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was necessary to write up an account from the treasnrer’s 
records. The correct value of the sick and funeral fund was 
found to be over £50 in excess of the figure previously shown. 
The secretary’s drinking habits were blamed for the state of 
his accounts, but no dishonest motives were attributed to him. 
A new secretary was appointed and an assurance given that 
his duties were being satisfactorily performed. 


(c) The filing of the annual returns of a branch for 1921 and 
1922 was considerably delayed through the accounts being 
destroyed by a fire in which the secretary lost his life. The 
returns for these years were eventually prepared by a public 
auditor, but the return for 1923 was audited by lay auditors, 
and was found to contain items of a dubious character—a sum 
of over £200 was treated as expenditure and also as forming 
part of a sum carried in suspense on the assets side of the 
balance-sheet ; a sum of £100 was included as income and 
also as a liability ; and the treatment of income tax recoverable 
was obviously incorrect. The correction of the return was 
asked for, but on receipt it was found to contain an item of 
over £50 described as ‘‘ required to balance,” whilst a sum of 
about £100, previously stated to have been recovered from the 
estate of the late secretary in 1923, had not been brought into 
account. As a result of a further request for a corrected 
return the order arranged for a special investigation of the 
branch accounts. In their report on the amended return, the 
investigating officers referred to the numerous errors discovered 
in the accounts, impressed upon the branch the necessity of 
revising its accounting system, and recommended the auditors 
to ascertain their duties and responsibilities. As a result 
of the investigation the order will no doubt take steps to ensure 
that the affairs of the branch are conducted ina more business 
like manner in the future. 


(d) A society furnished its annual returns for the years 1920 
and 1921 only after prosecution, and its quinquennial 
valuation, as at December 31st, 1921, only when threatened 
with similar action. When the documents were compared it 
was found that the valuation return showed funds amounting to 
£705 19s. 2d., whereas the annual return showed £743 Is. 6d. 
The secretary was requested to explain the discrepancy which 
was mainly accounted for by the difference between the 
amounts shown as cash in hand in the annual return 
(£140 7s. 4d.) and in the valuation (£105 9s. 2d.), but he 
failed to reply to letters. The trustees were then com- 
municated with and apparently made some inquiry, but were 
unable to explain the difference. They were then told that 
the case justified an investigation of the accounts, and that 
the matter should be placed in the hands of a public auditor. 
The trustees thereupon went further into the matter and at 
length discovered that in bis cash account for 1921 the 
secretary had brought forward the balance from the beginning 
instead of the end of the preceding year. Asa result the sum 
of £33 9s. 2d. was due from him and the trustees stated that 
he had agreed to repay the money. Returns for subsequent 
years had by this time been furnished, and the error had been 
perpetuated. These also were corrected. 


Advisability of Professional Audit. 


Many societies have been urged to employ the services of a 
public auditor or other qualified accountant. Some have 
acted promptly upon the suggestion, but often it is not until 
after several years’ returns have been furnished, and the task 
of balancing the accounts has become each year more difficult, 
that professional assistance has been sought. The following 
cases are given as illustrations :-— 

(a) The first two annual returns rendered by a working 
men’s club were inaccurately prepared in many respects, and 
the secretary seemed unable after several attempts to correct 


them. The club was urged on several occasions to seek 
professional assistance, but preferred to rely upon the 
assistance given by an unqualified accountant. The accounts 
became more and more confused, and eventually the Registrar 
was compelled to inform the club that its accountant was 
obviously incompetent, and that the accounts must be placed 
in the hands of a public auditor. These instructions were 
carried out, with the result that the errors were cleared up 
and the accounts placed on a satisfactory basis. 


(b) The auditors of a working men’s club, one of whom 
described himself as an accountant, had for several years 
given an unqualified audit certificate. The accounts for 
1923 were, however, submitted to a public auditor, and the 
following extracts from his special report furnish an 
interesting commentary on the manner in which previous 
audits had been conducted :-— 


‘*, . . We have included depreciation for three years 
as we find that no depreciation has previously been 
written off. 


‘* We have had considerable difficulty in preparing your 
account on this occasion, and found on investigation 
that the balance-sheet certified by your previous auditor 
was quite wrong. . One particular difficulty arose 
owing to the fact that ia your previous balance-sheet 
an amount of £418 6s. 9d. due from the club to members 
for loans and £1,170 2s. 6d. due to the bank as over- 
draft on the loan account had been entirely omitted, and 
also that there was not shown in your assets the sum of 
£1,800 as value of club premises.’’ 


(c) A working men’s club had been urged on four occasions 
to engage a publie auditor, but without avail. The annual 
return for 1923 included ‘* Adjustment of loans, £23 Os. 7d.” 
and ‘ Difference in creditors as at December 3lst, 1922, 
£541 12s. 9d.’ as debits to the profit and loss account. In 
reply to a request for explanation of these items it was 
stated that the profit and loss account as originally drawn up 
showed so large a loss that the committee decided to have 
the accounts investigated by a public auditor, who discovered 
that a considerable part of the loss had in fact been incurred 
during the preceding year. The return for that year had 
shown the amount due to creditors for refreshments and 
tobacco as £292 4s. 9d., instead of £833 17s. 6d. The 
adjusting entries referred to were inserted to correct this and 
similar errors in the previous return. 


(d) A scrutiny of the accounts of a friendly society was 
made consequent upon bank withdrawals and loan repayments 
being dealt with in the income and expenditure account of 
the return, and the society was informed that the cash in 
hand and at bank appeared to be understated by £25. The 
society placed the accounts in the hands of a qualified 
accountant and the amount was found to be due from the 
treasurer. 


(e) On a comparison of a friendly society’s annual return 
for 1921 with the printed accounts it was found that the 
society had a medical aid fund which was not included in 
the return. The correction of the return would have 
necessitated increasing the Post Office Bank balance and, to 
substantiate the increase, the society was asked to forward 
its bank book. A scrutiny of the entries for the year led 
to some doubt whether the annual return included as income, 
interest which had been credited to the bank deposit and so 
formed part of the balance at the end of the year. The 
replies to inquiries on the point were unsatisfactory. At the 
same time, the society’s printed accounts for some of the 
previous years were obtained in order to make a more 
complete investigation of the matter. The investigation 
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suggested that a considerable sum in respect of interest on 
War Loan and Savings Bank deposit had not been brought 
into account as income, although included in the balance- 
sheet as part of the amount on deposit at the end of the 
respective years. This practice permitted the balance of cash 
in hand to be stated at a reduced amount. In view of the 
unsatisfactory position disclosed, the society was recommended 
to employ a public auditor, and the filing of the annual return 
for 1922 was held over in the hope that the recommendation 
would be carried out. As, however, the society refused to 
appoint a public auditor and the irregularities were found 
not to have been adjusted in the annual return for 1923 when 
received, that return was rejected and the trustees were 
informed that the irregularities indicated a possible cash 
deficiency, and that a public auditor should be appointed. 
It was pointed out that a sum of over £220 had not been 
properly accounted for during the years 1921-1923. From 
correspondence which took place it seemed that the trustees 
and other officers were of the opinion that as the interest 
credited to the deposit account did not actually pass through 
the treasurer's hands it ought not to be treated as income, 
and that as the interest was added to the Post Office deposit 
it could not have been misappropriated by the secretary. 
An endeavour was made to explain the matter to one of the 
trustees who called, but it was difficult to ccnvince him that 
there were any grounds for suspicion. An undertaking was 
obtained, however, that an investigation should be made by a 
professional accountant, and a public auditor was eventually 
appointed. He went into the accounts as far back as 1913, 
and reported that there was a serious cash deficiency, 
amounting to nearly £500, which had been concealed by the 
erroneous treatment of interest to which the Registrar had 
drawn attention. The secretary admitted responsibility, but 
denied fraud. As‘he is now a bed-ridden invalid of advanced 
age the society is loth to prosecute, and has decided to write 
off the deficiency. Correspondence with the Society is still 
proceeding, however, with a view to the possibility of obtaining 
some restitution. 

Many other cases have arisen where, as a result of the 
rejection of unsatisfactory returns, professional assistance 
has been obtained. One society had to write off £189 as 
unaccounted for, another had understated its assets by 
£1,000, whilst in a third case it was found that the errors 
were due to taking credit for the proceeds of the sale of 
assets as income, and charging capital outlay on furniture 
as expenditure. 

A sum of £108 was written off the benefit funds of a 
dividing society, and in explanation it was stated that for 
three years amounts totalling to £108 had been treated as 
income in the accounts of both the benefit and the manage- 
ment fund. As the discovery of a continued error of this 
description could only have been concealed by an overstatement 
of the cash in hand and at bank, it is clear that the auditors 
could not have verified these amounts, although in reply to 
an inquiry they said that they had done so. The treasurer 
was asked to explain why he signed the return, which 
overstated the amount which he held. The secretary’s reply 
to this query was :— 

“TIT am informed that the treasurer was under the 
impression that his balance was increased to that amount 
by money laid aside for the divide, and for which members 
had not called up to December 31st.” 


The return of a Scottish friendly society was sent back for 
an improper item to be deleted from the liabilities side of the 
balance-sheet. When it was received back corrected, it was 
seen that the cash in hand of the treasurer had been reduced, 
in order to make the two sides of the balance-sheet agree 


again. In a covering letter the secretary stated that the error 
in the return had been a mistake on his part, and that ‘‘ the 
auditors signed it along with myself under the impression that 
it was correct.’’ Obviously the auditors, when first signing 
the return, bad not performed their important duty of checking 
the cash in hand. 

In another example, where a tailor and a shoemaker were 
the auditors to a branch, the return was submitted in which 
a deduction was made from the liabilities side of the balance- 
sheet of an amount which had been borrowed by the branch. 
Among the corrections subsequently effected to set this matter 
right was an addition to the cash in hand of the secretary, 
which that officer explained was money received in repayment 
of income tax which ‘‘ was lying in a separate box and was 
omitted in error at the balance.” 

The return of another branch of the same order, audited by 
a retired bank agent and a law clerk, presented more serious 
discrepancies. The credit balance of the sick and funeral 
fund was erroneously reduced by some £35 owing to it by 
the management fund at the end of the preceding year, and 
over 60 per cent. of the gross contributions were allocated to 
the management fund for the year instead of the 35 per cent. 
allowed by the rules. A fresh return was obtained which 
disclosed the true position of the management fund. One of 
the auditors, in explaining why he signed the original return 
as correct and in accordance with law, stated that he had 
‘‘overlooked’’ the rule regarding apportionment of gross 
contributions, and that he had completely forgotten that 
the previous return had been amended, and had checked the 
balances brought forward with those standing in the preceding 
return before amendment. 

An incorrect method of compiling the balance-sheet of a 
certain Scottish district branch, which was passed without 
comment by the lay auditors, also showed that the verification 
of assets had not been properly carried out. The balance- 
sheet included among the assets nearly £700 described as 
‘*cash in hand of treasurer, receipts and vouchers,” and 
£636 as cash in bank. Upon inquiry by the Registrar it 
was ascertained that the former item represented payments 
made between December 31st and the date of the audit about 
a month later, the balance shown as at bank being according 
to the bank pass book on the date of audit. It was pointed 
out to the district that the disposition of the assets as 
they existed at December 31st should be shown, and that 
the auditors should have called for a certificate from the 
bank to show the balance at that date. After considerable 
correspondence, the return was finally filed. It showed an 
increase of £354 in the bank balance; only £34 cash in 
hand; £56 interest outstanding; £346 owing by branches for 
levies and goods, and a liability of £98 10s. to branches 
for funeral claims. 

Defalcations, &c. 

Many of the defalcations which came to light during the 
year would probably not have arisen had efficient control been 
exercised by officers of societies, or if trustees and auditors 
had been alive to their responsibilities. The right of recovery 
from guarantee societies is often lost through neglect to renew 
guarantee policies or failure to take out fresh policies on 
change of officers. The following are summaries of some 
of the cases of defalcation noted during the year :— 

(a) The secretary of a branch was convicted of fraudulently 
stealing and embezzling £4,457, and was sentenced to fifteen 
months hard labour. The trustees of the branch failed to 
hold, and the auditors to verify the existence of, the stock 
certificates and mortgage deeds relating to the investments 
misappropriated. The deficiency in this case was recoverable 
from a guarantee society. 
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(b) The trustee of a branch, who was a solicitor, misap- 
propriated £6,101 entrusted to him by the branch for 
investment, together with £1,000 from another branch, and 
£185 from two friendly societies. The total defalcations 
amounted to £11,000, and on conviction he was sentenced 
to 21 months hard labour. The amount due to the branch 
of which the defaulter was an officer ranked as a preferential 
debt in the bankruptcy proceedings which followed, and it 
was anticipated that this amount would be recovered in full. 


(c) The secretary of a club was found to be £419 deficient, 
cash having been short-banked and paying-in slips altered. 
There should have been a balance at the bank of £43, but 
in fact there was an overdraft of £175. He was sentenced 
to three months hard labour and the deficiency had to be 
written off. 


(ad) The secretary of a branch covered up defalcations 
amounting to £418 by inserting non-existent assets in the 
balance-sheets. The auditors and trustees had signed the 
annual returns as correct without attempting to verify 
the existence of the assets, and, moreover, the trustees had 
been in the habit of signing blank cheques for the secretary 
to draw on the current account. One of the trustees subsequently 
committed suicide. The secretary had disappeared and could 
not be traced and only £17 was recovered from his estate. 
As this officer was not secured the balance had to be written off. 


(e) An interesting case where a defaulting secretary was 
also a sub-postmaster and in which the Chief Registrar 
acted as arbitrator in a dispute between the society and the 
Post Office savings bank for the recovery of the money is 
reported on page 17 of Part I of the Chief Registrar's report 
for 1924. 


(f) The secretary of a Scottish branch misappropriated the 
sum of £461 during a period of six years. The method which 
he adopted was to omit the entry of certain contributions from 
the contributions register, although entering them on the 
members’ pence cards. At the audits, he was careful to 
submit to the auditors only those pence cards which were 
in agreement with the register. The auditors checked the 
cards submitted to them and being of opinion that they had 
checked a sufficient percentage to test the accuracy of them all, 
signed the accounts as being correct. The most remarkable 
feature of this case was that the printed accounts issued to 
members included a complete list of members’ contributions 
during the year. This list was made to agree with the 
members’ pence cards, so that individual members would 
not raise any question, but the total of the list was of course 
very much larger than the amount shown as received in the 
accounts, yet it was six years before the auditors discovered 
the discrepancy. The secretary repaid nearly £200 to the 
branch, and this was accepted in full discharge of his liability. 


These cases illustrate the desirability of obtaining adequate 
security from all officers in receipt or charge of money. 
Many cases were observed where officers gave no security or 
were holding cash in excess of the security given by them. 
The societies were urged to obtain adequate security, and in 
many cases did so. 


Misapplication of Funds. 


Cases came to notice where moneys had been applied to 
objects other than those for which they were contributed, thus 
endangering the fulfilment of contracts for payment of the 
agreed benefits. Where a society is found to have incurred 
expenditure not authorised by its rules, attention is called 
to it and societies are asked to make good the expenditure by 
a levy upon the members, to amend their rules to provide for 
such expenditure, or to discontinue it in the future, according 


as the circumstances may warrant. Instances of cases which 
arose under this head were as follows :— 


(a) The attention of a specially authorised society had been 
drawn to the fact that the distribution of profits by way of 
free refreshments was a misapplication of the society's funds. 
The secretary stated that such distribution would not occur in 
future, but, nevertheless, no attempt was made to prevent it. 
A change of secretary has now taken place, and there is 
reason to believe that the funds will no longer be misapplied 
in this manner and that the Registrar will therefore be relieved 
of the necessity of instituting a prosecution. 


(b) A branch of an order applied to the management fund 
interest earned on benefit funds. At the request of this office 
the matter was adjusted, and an assurance obtained that the 
rules would in future be complied with. The amendment 
required in the accounts revealed a deficiency in the manage- 
ment fund and the branch was requested to place the fund 
on a Satisfactory basis. An amendment of rules for the 
purpose was registered. 


(c) In another case a public auditor drew the attention 
of a spe-ially authorised loan society to the fact that 
six loans exceeding £200 each had been made contrary to 
the rules, and suggested that the matter be referred to a 
special general meeting. The minutes of the meeting showed 
that, in the auditor's opinion, the maiter had not been 
properly dealt with and a special report on the accounts was 
made. The society subsequently stated that no further loans 
in excess of the limit were being made, and those already 
in existence were being satisfactorily reduced. The return 
of the society showed £3,323 outstanding on “ fixed” loans, 
and this Office inquired how these loans were secured. As the 
reply indicated that £700 of the amount was on personal 
security, attention was drawn to sect. 46 (c) of the Friendly 
Societies Act, 1896, which provides that the total amount 
advanced to a member on personal security must not exceed 
£50, and the society was requested to separate the amount 
of loans on personal security in future returns. 


Unsatisfactory Methods of Working. 


Examination of the annual returns discloses many 
irregularities due to illegal or unsatisfactory methods of 
working, which in some cases are the subject of auditors’ 
special reports. Whenever such a special report is made, 
the Office inquires as to the steps taken to rectify the 
irregularities, and examines future returns to see that they 
are not repeated. 


Many trustees, when making investments, disregard the 
requirements of the Statute and the provisions of the registered 
rules of the society or branch. During the year a circular 
letter was issued to all working men’s clubs registered under 
the Friendly Societies Act drawing attention to the fact that 
unsecured investments in companies and industrial and 
provident societies were not authorised by the Act, and that 
such investments must be realised. It was explained that 
the term ‘security ’’ as used in the Friendly Societies Act 
implies a definite charge upon real property, and that there 
would be no objection to a nominal share holding without 
full security where required to qualify the club for membership 
of another society. Asa result of the circular many clubs 
have realised their illegal investments. In one case, where 
a club held shares in a brewery, a loss of £350 was occasioned 
by the brewery going into liquidation. The proper investment 
of the funds of Friendly Societies where contributions have 
to be accumulated for payment of future benefits is of great 
importance, and cases of illegal investment are dealt with 
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individually as they are observed and the societies urged to 
realise. 

Many cases might be mentioned where losses have been 
sustained by the failure of societies to make investments in 
accordance with the Statute. 

Several district branches omitted from their balance-sheets 
both the amount held for investment on behalf of constituent 
branches, and the relative investments. Amendment of the 
returns was obtained, but it may be emphasised here that 
not only did these returns as originally rendered fail to show 
a true and correct view of the districts’ assets and liabilities, 
but the omission might have led to the auditors failing to 
perform one of their most important duties, viz, the verification 
of the investments with the relative securities. 


In other districts, a comparison of the district list showing 
the inv. sting branches, with the branch returns themselves, 
disclosed many discrepancies in the amount shown as invested. 
In some instances this was due merely to the branch showing 
the investment made by the district instead of as due to it 
by the district on account of its investment. It was apparent 
in the case of an order which invested money on behalf of its 
branches that the responsible officers of the order were not 
particularly clear as to what the actual position was. The 
annual return was first received without any investments on 
behalf of branches being shown. The appearance of certain 
income tax items was queried, and led to the disclosure that 
the order did hold such investments. The return was sent 
back for amendment, and was received back with £7,943 
inserted as the amount held. Upon a list of the branches 
with their investments being asked for, the secretary stated 
that the committee were dissatisfied with the figure entered 
on the return, and later, when supplying the list, the covering 
letter from the secretary stated that ‘‘ the trustees have gone 
into the matter of investments very carefully, and can vouch 
this as a true statement of branch investments.” The liability 
in the balance-sheet had been altered to £6,610, but the 
investments shown in the list totalled £6,710, and a check 
with the relative branch returns disclosed discrepancies in 
thirteen out of twenty-five branches. The secretary then 
forwarded an additional list showing £1,900 invested in 
Government Stocks, and stated that it had not been thought 
necessary to quote these before ‘‘ because no income tax was 
payable thereon.” Discrepancies between the combined lists 
and four of the branch returns still remained, and it was only 


_ after the order return had been sent back for correction seven 


times altogether that agreement was obtained. 


The return of a specially authorised loan society showed 
£591 16s. as deposits due to members, although the receipt 
of deposits from members was specifically forbidden by the 
rules. In explanation, it was stated that the late secretary, 
apparently in ignorance of the rules, had accepted deposits 
from the committee in order to pay out matured shares. 
The society was unable to repay the deposits, and asked the 
advice of this office as to its liability in the event of its 
termination. No receipts or other documents relating to the 
deposits were in existence, and the society was insolvent. 
The Society was advised that the matter might be referred to 
arbitration. 

The contributions shown in the annual return of a branch 
appeared very low compared with the amount due under the 
rules. The explanation was that the branch had passed a 
resolution to waive the contributions payable by unemployed 
members. Such resolution could not be effective without the 
sanction of the order, and the registration of an amendment 
of rules. On the attention of the order being drawn to the 
matter, it instructed the branch that the practice must be 
discontinued. 


| The International Accountants’ 
Congress, Amsterdam. 


RE-UNION DINNER IN LONDON. .,. 

A re-union dinner was given by the President and Council 
of the Society of Incorporated Accountants and Auditors on 
November 4th at the Hotel Victoria, London. Mr. Thomas 
Keens, F.S.A.A., President, who was accompanied by 
Mrs. Keens, was in the chair, and the following guests 
and members were present:—Mevr. van Dien, de Heer 
E. van Dien (fon. Member) (Amsterdam), Lady Plender, 
Sir William Plender, Bt., G.B.E., F.C.A., Lady Stamp, 
Sir Josiah Stamp, G.B.E., Sce.D., D.Se. (Hon. Member), 
Mr. Henry Morgan, F.S.A.A. (Vice-President), Mrs. Burrows, 
Mevr. Frese, Mr. Wm. Cash, F.C.A., Mr. F. Walmsley, J.P., 
F.S.A.A. (Past President), Mrs. Woodington, Mrs. Hewetson 
Nelson, Mr. C. Hewetson Nelson, J.P., F.S.A.A. (Past 
President), de Heer G. W. Frese, Hon. George Colville, 
Mrs. Morgan, Mr. Roland Burrows, LL.D., Mr. A. E. 
Woodington, F.S.A.A. (Past President), Mrs. Norton, Mr. 
Walter Norton, Lady Martin, Sir James Martin, J.P., F.S.A.A. 
(Past President), Mrs. Spicer, Mr. Ernest Evan Spicer, F.C.A., 
Mej. Andrea Van Dien, Mr. G. S. Pitt, F.S.A.A. (Past 
President), Mr. A. F. Pool, Mrs. Pool, Mr. G. E. Sendell, 
F.C.A., A.S.A.A., Mr. Samuel Thomson, C.A., Mr. Clement 
Gatley, LL.D., Mr. A. E. Watson, C.B.E:, Mv. H. Hulatt, 
Mrs. Allen, Mr. E. T. Allen, M.A., Mrs. Burgess, Mr. Henry 
Burgess, F.S.A.A., Miss Vera Snelling, Mr. E. W. C. 
Whittaker, J.P., F.S.A.A., Mrs. Hewitt, Mrs. Paterson 
Brodie, Miss Winifred Brodie, Mr. J. Paterson Brodie, 
F.S.A.A., Mr. A. E. Piggott, F.8.A.A., Mrs. Reynolds, 
Mr. H. Reynolds, F.S.A.A., Mr. A. H. Walkey, F.S.A.A., 
Mr. R. Leyshon, F.S.A.A., Mr. James Paterson, F.S.A.A., 
Mrs. McIntosh Whyte, Mr. W. McIntosh Whyte, F.S.A.A., 
Mrs. Whiteley, Mr. F. Ogden Whiteley, O.B.E., F.S.A.A., 
Mr. Arthur Collins, F.S.A.A., Mr. Richard Smith, F.S.A.A., 
Mrs. Standing, Mr. Alan Standing, F.S.A.A., Mrs. Payne, Mr. 
W. H. Payne, F.S.A.A., Mrs. Holman, Mr. Walter Holman, 
F.S A.A., Mr. D. E. Campbell, F.S.A.A., Mr. J. Stewart Seggie, 
C.A., F.S.A.A., Mrs. Cassleton Elliott, Mr. E. Cassleton 
Elliott, F.S.A.A., Mrs. Warwick, Mr. R. T. Warwick, F.S.A.A., 
Mrs. Paynter, Mr. W. Paynter, F.S.A.A., Mrs. F. W. E. 
Morgan, Mr. F. W. E. Morgan, F.S A.A., Mr. James Baird, 
F.S.A.A., Mr. Halvor Piggott, F.S.A.A., Mr. L. McIntosh, 
Miss Grace Bruce, Mr. A. A. Garrett, Secretary. 

The PrestpEnt gave the toast of ‘‘ The King,’”’ and one the 
toast of ‘‘ Her Majesty the Queen of Holland.’’ 


‘*The President of the International Congress of 
Accountants, Amsterdam, 1926.”’ 

Sir Wriu1am Prenper, Bt., G.B.E., who. was received 
with cheers, said he felt greatly honoured in being asked to 
propose the toast of ‘‘The President of the International 
Congress of Accountants, Amsterdam, 1926,’ and if he were 
to limit himself to the precise terms of the toast he would, 
in Mr. van Dien’s presence, perhaps find a little difficulty 
in filling up the time allotted to him. He hoped, therefore, 
that the President would allow him to make a few general 
remarks on the Congress, to which many of them were 
invited, and at which they spent some very enjoyable days. 
It was a great idea that was born in Holland, to hold an 
International Congress of Accountants. As far as he knew, 
it was the first gathering of the kind that had ever been 
thought of, and it was a natural thing, when that idea had 
taken shape, that the Congress should be held in Amsterdam, 
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the capital ‘of the Netherlands, famous for its industrial 
activity, it vast commercial possibilities, its great historic 
interest, and the beauty and treasures of its museums. No 
city could have been selected that was more favourable to 
the Congress than Amsterdam. And what was more natural, 
having settled that the Congress should be held in Amsterdam, 
than that Mr. van Dien should be its President? (Hear, hear.) 
It was a very remarkable gathering, and one which would 
live in their memories. There were met there, as many of 
them knew, people who spoke seventeen tongues, drawn from 
all parts of the Continent and America. He had heard of 
congresses where the proceedings had not always been of a 
unanimous or harmonious character, where people expressed 
views which were not shared by others, and international 
trouble occasionally resulted. (Laughter.) But nothing of 
that sort happened at Amsterdam; there was harmony 
throughout—(hear, hear)—and not a little of that happy 
result was due to Mr. van Dien. He knew that Mr. van Dien 
was the last person in the world to care for flattery, but 
truth was not flattery. Mr. van Dien possessed qualities 
which were rare if taken singly, but still rarer when combined 
as they were in his case. He had infinite tact, supreme 
patience, kindly humour, and at the same time he had good 
control over the Congress. (Cheers.) He (Sir William) used 
to hear from time to time the tinkling of a bell, for which 
Mr. van Dien was responsible, warning prolix speakers that 
their time was up, but he never saw any resentment on the 
part of a speaker so checked. The speaker probably felt, as 
a good many of them felt, that he had said all that was 
useful. (Laughter.) Mr. van Dien’s presidency compelled 
their admiration, and he had set an example which would 
not be easy to follow. He (Sir William) did not know anybody 
in the Congress room, nor did he know anybody in the 
United States of America or elsewhere who possessed greater 
linguistic qualities than Mr. van Dien. He believed he would 
be guilty of a little exaggeration if he said that Mr. van Dien 
could speak sixteen languages, but he certainly spoke four 
or five with the same ease that he (Sir William) spoke 
English, and that assisted very materially in making the 
Amsterdam Congress a success. What might have happened 
if things had not gone well he did not know. Mr. van Dien’s 
calm and gentle face might possibly hide volcanic fires, but 
they had no example at Amsterdam of any eruption. He 
conducted the proceedings with rare skill and discretion. He 
made friendships which would last as long as their memories 
lasted, and he was cementing those friendships on the present 
occasion. He asked those assembled to join with him in 
drinking Mr. van Dien’s health, and in doing so they were 
paying a deserved tribute to a great accountant and a great 
gentleman. (Cheers.) 

Mr. E. van Dien, on rising to reply, was given a hearty 
reception. He said he felt that he had better not have spoken 
after the kind words Sir William Plender had been good 
enough to, should he say, expend upon him. And he was 
very much afraid that what he was going to say would be 
rather a disappointment, because Sir William had been kind 
enough to refer to him as a man who spoke many languages 
with the same ease as he himself spoke English. He was 
afraid those present would discover in a few moments that there 
was no question of ease in his speaking English. (Laughter.) 
As, however, his name had been placed on the toast list, he 
was bound to speak, and he did so most heartily. First of 
all, he wished to thank Sir William for the very kind manner 
in which he had mentioned his name in connection with the 
toast, and all those assembled there for the way in which they 
had underlined, as it were, Sir William's words. Undoubtedly 
some good work had been achieved in Amsterdam, but he 
must point out that he was not responsible for everything that 


was done there. For instance, there was his incomparable 
friend, Mr. Frese—(cheers)—who did a tremendous lot of good 
and efficient work. ‘There were also many of his countrymen 
who assisted in various ways. But above all there were the 
English public accountants, who gave them at Amsterdam 
such a fair chance. ‘You gave us,’’ Mr. van Dien said, 
**your President of this evening, Mr. Thomas Keens, who 
attended every meeting, staying from the beginning to the 
end, and was a kind of time-keeper to me, as I never had to 
look at the clock. (Laughter.) In my opinion, the real 
director of the Congress is sitting in the President's chair 
to-night. (Cheers.) Then you gave us Mr. C. Hewetson 
Nelson and Mr. F. Ogden Whiteley, as delegates of what I am 
proud now to call our Society. You also gave us, as the 
representatives of the Institute of Chartered Accountants, 
nobody less than Sir William Plender, Sir Arthur Whinney 
and Mr. William Cash. Many of you, indeed, attended our 
sittings, and by your good humour, as well as by your serious 
assistance, you helped to make the Amsterdam work 
successful.’”” Mr. van Dien went on to say that he had been 
watching accountants’ work now for almost 35 years, and 
what struck him most in Amsterdam was that the two big 
English societies joined bands to make everything go 
smoothly there. All their kind words and friendly acts, 
however, would never make him forget that an International 
Congress of Accountants without the co-operation of the 
Society of Incorporated Accountants and the Institute of 
Chartered Accountants was doomed to failure. And while he 
most thankfully accepted the overwhelming acts of friendship 
and appreciation that they were kind enough to bestow upon 
him, he must never forget that they in Holland were to a 
certain extent acting with and for their English colleagues, 
who showed by what they did that it was their serious 
intention to promote the ideal of international work in 
accountancy matters. (Cheers.) Of course a great deal of work 
had to be done before they could speak of regular international 
work, and he could even imagine that some of those present 
were at that moment not convinced of the practical use of 
international co-operation among accountants. But he was 
sure of this: that the world wanted nowadays nothing more 
than international work of an edificational nature, and he 
was proud of and thankful for this—that they in Holland 
were given an opportunity of contributing their mite in that 
direction. (Cheers.) He could assure them all that he never 
would forget the kindness and the help given him on the 
occasion of the Amsterdam Congress. 


‘*The Society of Incorporated Accountants and 
Auditors.”’ 


Sir Jostan Stamp, G.B.E., Sc.D., D.Se., in submitting the 
toast of ‘‘The Society of Incorporated Accountants and 
Auditors,” said that those who knew him personally would 
agree that he could not be accused of holding the accountancy 
profession in any mean thought as to its place in the social 
scheme — (hear, hear)—and when one looked forward to what 
they sometimes thought was the rather forbidaing future, and 
realised the place that the accountancy profession was destined 
to take in any circumstances, one realised that they had a 
profession that had a greater destiny before it than was ever 
dreamt of in the past. If they looked into the future, to times 
of peace, to conditions of perfect ‘‘ harmony,” they could see 
the accountant wielding the baton; or if they regarded it in 
the nature of a football ‘‘ scrimmage,” there he would be as 
the referee. (Laughter.) But, seriously, all that they had 
before them in their social relationships depended so much 
upon money conditions and accountancy facts and figures that 
the accountant was going to play an even more important part 
in the future than heretofore. Although he (Sir Josiah) often 


a 


Ht 
i 
; 
6. ee 
, | 
ts 
| 
uncil hy 
‘son 
omas 
| by 
uests 
Heer ; 
ider, 
ump, 
ber), 
ows, 
P:, 
‘tson 
Past ni 
ville, qd 
we 
Mr. p 
A.A. 
.A., 4 
Past 
dell, 
nent “f 
latt, 
enry 
» & 
rson 
die, 
lds, 
.A., | 
x . 
te | 
a = 
ales 
Mr. | 
lan, Ve 
gie, 
ton 
sic 
E. i 
ird, 
sh, ; 
ee : 
the i 
; 
of i 
ved 
| to 
nal 
ere 
ild, 
lty 
re, i 
ral 
ere 
ys. 
an i 
Ww, ; ; 
en | 
1ad | 
m, | 
| 
| 
: 
vs / 2 


100 THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[Decemser, 1926. 


felt the shortcomings of language, he never felt it so much as 
when he was trying to be precise and firm on the subject 
of the position that would be taken by the accountant in our 
future social relationships ; and he never felt it more than when 
he tried to describe the approach to the perfect point which 
the accountancy profession was attempting to achieve—the 
mathematical curve, which was ever approaching, but never 
entirely reaching its asymptote. (Laughter.) Well, as he had 
said, he felt the shortcomings of language in trying to set 
forward the position of accountants in general, and especially 
the position of the Society of Incorporated Accountants. 
Being a member of that Society himself, perhaps it was not 
modest to pursue that particular line of thought, but he 
realised that night that they were a little further away from 
the absolute ultima thule than he had thought. For in 
Holland he saw how they had men who, in addition to all the 
other qualifications of the Britisher, could speak seventeen 
languages. (Laughter.) He had yet to meet English 
accountants here who had a real gift of languages in that 
sense, and that humbled them, if he might speak as a 
member. (Laughter.) They bad entrusted him with this 
toast, but it was heaping coals of fire on his head. Did he not 
find that he was sometimes introduced as ‘‘the man who 
criticises accountants ’’—all because his friend, Mr. Nelson, 
induced him in Liverpool to give an address in which he said 
there were a few things which he thought Incorporated 
Accountants might still do! Or perhaps he was introduced as 
‘*the man who thinks accountancy is a machine for grinding 
out economics.’’ (Laughter.) At a London luncheon some 
time ago he dropped some remarks about the further outlook 
of Chartered Accountants, and got into quite hot water for it, 
providing a topic for a “silly season” correspondence in the 
accountants’ papers. So he hada good deal to live down, 
but in entrusting him with this toast they had shown that 
they were going to give bim one more chance. (Laughter.) 
His relations with the accountancy profession, of course, had 
been long and detailed, and sometimes strenuous. In his 
Revenue days he looked at accountants quite differently from 
what he did now. (Laughter.) He then learned to look upon 
them as men whose facts were things to be grateful for—after 
the kind of thing they got from people who had no 
accountants—but men whose arguments were things to be very 
wary of. He was not going to tell them the particular weak- 
ness he felt towards accountancy in commercial life, except 
that he retained ail his respect and his dread and fear of it, 
when removed to another sphere. (Laughter.) He had 
recently been looking through some old papers, and he found 
a letter—one of the first and one of the few testimonials that, 
he supposed, a Revenue officer had—received from a firm of 
Incorporated Accountants in the north, in which they 
expressed—he did not know if it was an outburst of pleasure 
at the fact that he was leaving their town--they expressed in 
very grateful terms how pleased they had been at his 
association with them when in their midst. Then he began 
to look over the cases which he had settled with them and 
wondered which they had ‘‘done him in” on. (Laughter.) 
The accountancy profession, as exemplified in their own 
Society, was one which was moving to continually greater 
things. Its status and its standard in the thought of the 
people were continually growing. We sometimes compared 
our prosperity with that of other countries. We said: 
‘America has got a car to every six people, and this country 
has only one to forty people.” Wait till we could say: ‘‘ We 
have an accountant to every six people.’’ (Laughter.) That 
was the true way in which to measure progress. He did not 
know what happened in Holland, but he wondered if they 
were as dependent on the English as the English had been 
dependent upon the Dutch. The development of our system 


of taxes, which we all enjoyed and appreciated so much— 
(laughter)—was derived to an appreciable extent from 
Holland. He believed our stamp duties and our death duties, 
which were the pride of our lives—(laughter)— we owed to the 
Dutch. Well, here was this great body growing in prestige 
and in numbers—in numbers, too, with great rapidity. He 
was sometimes asked whether the profession in the future 
was going to be over-crowded. As one of the examiners, he 
stood at the gateway; he was a sort of immigration officer: 
he had to look into the quality of the newcomers and search 
their intellectual pockets to see whether they could be allowed 
in. (Laughter.) That duty, which he had enjoyed for some 
time, was a very pleasing one, and he was glad to be able to 
tell the members of the Society that he was delighted with 
the result of the experiment that was started five or six years 
ago. The standard reached in economics and statistics by 
the successful candidates was now a high one, considering 
that the subject was not one that was in the direct line of 
their professional requirements. For the first year or two the 
result was disappointing, but it had now reached a very high ~ 
standard indeed. It was quite clear that they had coming 
into the profession now a body of men who, in that particular 
field, would contribute to the science and bend the science to 
their own profession in a way that would have beneficial 
results for all concerned. He was himself very delighted with 
the progress that had been made. The difference between the 
papers that one saw nowadays and those they used to have at 
the beginning was almost too great to be credited. They used 
to have papers where the candidates would start off, in answer 
to a question, by a flowery introduction of three, or four lines, 
and then would suddenly stop and say, ‘‘ Mr. Examiner, I may 
as well confess; I do not know.” One budding accountant, 
he remembered, jibbed at the questions altogether; his nasty 
dig at the examiner was, ‘‘ Sir, I do not see that the answer 
to this question is of any use whatever to an accountant.” 
(Laughter.) He (Sir Josiah) did not know whether the other 
examination officers, in letting the entrants through, found 
the same improvement in the general standard as they 
certainly found in that particular respect. There was one other 
thing he wanted to say before submitting the toast, and that 
was that the very success which had attended their corporate 
capacity, the prestige attaching to their own corporate entity — 
and that of the Chartered Accountants, of course-—had given 
them many imitators—many people who were not able to 
come in themselves but who tried to convince the public that 
they were of like stature to members of the recognised 
professional bodies. It was a great and a growing danger. 
It probably did not deprive them of very much revenue; the 
danger was that it would lower in general opinion the status 
they had acquired. That seemed to him the greatest danger 
that they had at the moment. They should, therefore, 
jealously keep up their standard, and contrive to get properly 
branded in the public eye those who, with much lower 
standards of attainment and commercial ethics, were deceiving 
the public in their name with sounding titles. (Hear, hear.) 
That was a thing that both Incorporated and Chartered 
Accountants should look to. They should remember the 
story of the two Jews—in Aberdeen, he thought it was. 
(Laughter.) One Jew thought he saw a good opportunity of 
making a living. He took a shop and put his name, ‘‘ Moses,” 
over it. Ina few weeks he was doing very well. His friend 
Levinstein then took a shop next-door-but-one, and put his 
name on the top, and he also did well. Then Macpherson 
saw the two Jews doing very well and said to himself ‘‘ There 
ought to be a living here for me,” so he took the shop in 
between them. After a while Moses and Levinstein began to 
feel a draught; they were not doing so well as they had done 
previously. They met one day in the street and exchanged 
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experiences. Walking up and down the street on the other 
side they looked across and saw that Macpherson had put 
over his shop the simple word ‘‘ And,” and underneath ‘‘ Main 
entrance.” (Laughter.) He (Sir Josiah) had very much 
pleasure in giving them the toast of “The Society of 
Incorporated Accountants and Auditors.” (Cheers.) 

The Presment, who was received with cheers on rising to 
reply to the toast, said his first duty was to return thanks 


_ to Sir Josiah Stamp for the way in which he had proposed 


it—that inimitable way which he had—and to those present 
for the manner in which they had received it. It was, indeed, 
a great compliment that this toast should have been proposed 
by Sir Josiah Stamp. Now he would let them into a secret. 
Sir Josiah Stamp and he were present the other night at the 
dinner of the Institute of Actuaries, and Sir Josiah there 
made a most diverting speech, but it was particularly sombre 
to those of them who were in the accountancy profession. 
He admitted that Sir Josiah had the greatest, possible 
provocation for the speech he made, because he was preceded 
by the Chancellor of the Exchequer, and the Chancellor of 
the Exchequer said that the progress of actuarial science was 
such that we could now forecast with absolute certainty what 
would be the population of this country in seventy years 
time — (laughter) —not only the number, but the characteristics, 
sex distribution, and all matters of that description. 
So Sir Josiah thought it was possible that actuarial science 
might go still further, and he imagined a time when 
prospectuses would not have a certificate of past profits upon 
them certified by members of the accountancy profession, 
but a certificate of future profits given by members of the 
Institute of Actuaries. (Laughter.) They were invited to 
consider prospectuses as a work of greater imagination than 
they were to-day. As a matter of fact the prospectus of the 
Mustard Club was nothing in comparison to it. However 
interesting it might be in the realm of speculation, he thought 
they would have to make up their minds to stick to the 
more sober and prosaic facts rather than go into the realms 
of imagination, leaving that to some of the promoters. 
(Laughter.) The Society had now upwards of 4,600 members. 
(Hear, hear) That was a fact for congratulation; but they 
must remember that greatness was not bigness any more 
than twenty stone of adipose tissue could compare with a 
trained athlete. Quality, as Sir Josiah had properly stated, 
must be the test. And here he thought they were entitled 
to claim in all modesty that the entrants into the profession 
through the gates provided by the Society—as through those of 
the Institute— were educated, adequately trained, experienced 
and skilled in their profession. As to the practising members, he 
thought they were entitled to say that the standard of conduct 
in the profession conformed to the highest traditions. 
(Hear, hear.) There was a recent advertisement in connection 
with the motor show to the effect that when better cars 
were built a particular firm would build them, and he 
thought they ought to say that when higher standards 
obtained they would be prepared to conform tothem. They 
had never been prepared to sacrifice quality to quantity, 
though they hoped for accessions of both. It was a great 
pleasure to-night, to him particularly, and he was sure to all 
of them, that the senior branch of the profession was 
represented by gentlemen of world-wide reputation in the 
profession. (Hear, hear.) The finest traditions of British 
accountancy were secure in their hands. It was not only a 
matter for the profession of accountants, but it was a national 
asset that those qualities of fearlessness, thoroughness and 
absolute probity were associated with firms in this country 
practising all over the world. (Hear, hear.) ‘heir Society 
was not at present housed as they would desire a Society of 
the importance of the Incorporated Society to be housed, but 


the scheme had been advanced and they hoped within a few 
months, or possibly weeks, to be able to announce that the 
scheme had been perfected for giving them such a home as 
would do credit not only to the Society but to the profession 
of accountancy. They were glad that they had added to the 
very small number of their honorary members that day the 
President of the International Congress of Accountants— 
Mr. van Dien. (Hear, hear.) Success in the accountancy 
profession, as indeed in every profession, depended ultimately 
upon the ability, the character and the personality of those 
engaged in it, and the corporate success of both the great 
branches of the accountancy profession would depend upon 
exactly the same thing—the character of their members. 
So, sustaining the best of the traditions and advancing them 
in every direction where possible, they trusted that in that great 
work their Society would do its full share and that there would 
be no receding from that position. (Cheers.) This dinner was 
in connection with the International Congress of Amsterdam. 
It was conceived in the first instance as a little family 
gathering at which the delegates and their ladies who were at 
Amsterdam should have an opportunity of meeting their 
Dutch friends. It had been thought desirable that they 
should mark the occasion by making a small presentation to 
the Secretary of the Society who did so much for their comfort 
and convenience in Amsterdam. (Hear, hear.) He was 
therefore going to ask Mr. Garrett to accept a silver cigarette 
box which had been subscribed for by all the delegates who 
attended the Congress as a momento of that very happy 
occasion and an expression of thanks for all the work he did 
for them on that occasion. (Cheers.) 

The Presentation was then made to Mr. Garrett. 

Mr. A. A. Gagrett, who was warmly received, said he 
wished to thank those present, as he did most sincerely, for 
that delightful expression of. their kind thought of him in 
connection with the International Congress of Accountants in 
Amsterdam, which they ull enjoyed so much. They had a 
variety of experiences, professional and otherwise. He had 
memories of trying to make people on railway stations 
understand very bad German—(laughter)—but somehow they 
got there all right and received a memorable welcome from 
Mr. van Dien, Mr. Frese, and the ladies who co-operated 
with them in making the Congress a success from the 
professional and from the social standpoint. It was a 
pleasure to meet Mr. and Mrs. van Dien and Miss van Dien, 
and Mr. and Mrs. Frese there again that night, and those of 
tuem who for the first time made the acquaintance of their 
interesting country came away with the determination to go 
to Holland again on some future occasion. He also wished 
to say how much he valued the advice of the President and 
Mrs. Keens, of the Vice-President, and the help of other 
members who did so much in various ways to make things 
easy in carrying out what was a very pleasant task. He 
would cherish in the days to come that expression of their 
future confidence and of their kindness towards him. (Cheers.) 


‘*Commerce and Industry.”’ 

Mr. C. Hewerson Neuson, J.P., proposed the next toast, 
‘*Commerce and Industry.’’ He said that if he were to seek 
in some way to relate the toast which he had the honour to 
propose, of Commerce and Industry, to the delightful 
Conference which they had in Amsterdam in July last, he 
would seek to make that relation in this way. About the 
time that he received the invitation to read a paper at the 
International Congress on the subject of cost accounts, he 
also received an intimation from their Secretary, Mr. Garrett, 
informing him that he was next on the rota to set the final 
questions in cost accounts. He accepted the invitation for 
Amsterdam because it gave him a new aspect from which to 
set his questions with regard to costs. His first question, 
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and he thought they would agree it was appropriate, was: What 
are standard costs? and the most amusing answer he got 
was really not an answer at all, but an intimation to the 
examiner. This most intelligent candidate put it in this 
fashion: ‘‘ To the examiner; May I respectfully submit, Sir, 
that you have confused things, and what you are really 
referring to are standard parts. These are particularly well 
known through Mr. Ford.” (Laughter.) He had the pleasure 
to submit the toast of Commerce and Industry, and whatever 
justification there may have been for drinking to the previous 
toasts, he submitted there was a double degree of justification 
for asking them to drink to the health of Commerce and 
Industry at the presenttime. He thoughtit was in The Times 
yesterday, and he had seen it frequently in other periodicals, 
that he read a letter entitled ‘‘ What is the matter witb 
trade?’”’ They generally found that those letters were written 
by people who were not in trade, and he noticed that there 
was appended to yesterday’s letter a number of signatures of 
very eminent theologians. (Laughter.) Well, he thought 
the answer to that question had already been given by their 
distinguished visitor that night, Sir Josiah Stamp. He gave 
it when he used that simple illustration that we would not 
recover our position until we all contribute more to the 
national pile and take less from it. That indeed was at the 
foundation of the whole trouble. As to the next solution, he 
would venture to suggest —it had been suggested, he believed, 
on many occasions before, and he only suggested it now 
because he had in mind a very vivid illustration of its efficacy — 
the introduction of the human touch in industry. He was at 
present engaged in the merger that was occupying the 
attention of the daily Press. So faras his part in that merger 
was concerned—the United Alkali Company—he was able to 
say that they had carried on business for more than 30 years 
without the slightest difficulty with their work people. (Hear, 
hear.) ‘lhey were an industry that never throughout the 
whole of that period had had a strike They were an industry 
where, in spite of the fact that London had sent down Ernest 
Bevin, the Dockers’ K.C.—(laughter)—to stir up strife, the men 
themselves had moved, and carried by an overwhelming 
majority, a resolution asking him to return to London. 
(Cheers.) Why was that? It was because during the whole 
of that period they had set apart and dedicated to the task of 
watching the problems of labour one of the most efficient 
individuals in the service of the company, a man who was 
always ready to go to Scotland, or to Bristol, or to Clyde 
Wharf, or to any other of the works, immediately there was 
any sign of trouble, a man who had profound tact in the 
handling of workmen. As the result of that one man’s work 
they had avoided labour trouble throughout the whole of that 
period. They had had thought for the first producers—for 
those who had contributed the very important part of labour; 
they had provided for them in late life. He submitted, 
therefore, that, apart from the prime fact to which Sir Josiah 
had alluded in his writings and speeches, the second point 
was the introduction throughout industry of a more human 
touch. (Hear, hear.) He had to associate with that toast 
the name of one who was extremely dear to all Incorporated 
Accountants, whose name was respected by accountants 
throughout this country and throughout the world. They— 
and he was perfectly sure that he spoke the mind of all those 
who were there that night—recognised the tremendous, the 
inestimable, the immeasurable debt which they owed to 
Sir James Martin. (Cheers.) In him they had an illustration 
of the close relationship of accountancy to commerce. 
Whether it be the service which he had rendered to them as 
accountants, or the service which he had rendered to commerce, 
and which had been honoured by his selection as President of 
the London Chamber of Commerce, in each of those depart- 


ments his work had been marked by conspicuous ability. 
Therefore it was a peculiar pleasure to him (Mr. Nelson) to 
ask them to drink to the renewed health and vigour of Trade 
and Commerce and Industry, associated with the name of the 
President of the London Chamber of Commerce, Sir James 
Martin. (Cheers.) 

Sir James Martin, F.S.A.A., was loudly cheered on rising 
to respond to the toast. He said that when Mr. Garrett 
showed him the toast list for that dinner, on the whole it met 
with his hearty approval except that he asked him what was the 
need in a domestic gathering like that to include the toast of 
‘‘Commerce and [ndustry.’’ Mr. Garrett told him that the 
President of the Society had decreed that it should be put. 
(Langhter.) Well, he was a loyal man and always obeyed 
those in authority, and therefore he must do his best to 
respond to the toast which Mr. Hewetson Nelson had submitted 
to them in such kind terms. But he thought that the object 
of their President in having that toast was to show them 
that although he (Sir James) had retired from their active 
service, he was not yet an old gentleman who spent his 
evenings in adressing gownand slippers. (Laughter.) He did 
not think they need have any apprehension, because that was 
his sixth public engagement in a week, and he had taken part 
in assisting his fellow guests to consume the food at four public 
dinners and two public luncheons; therefore he had been en- 
gaged in some active if not particularly useful work. (Laughter.) 
He was of opinion that their best wishes for industry and 
commerce were needed, because the trade of Great Britain was 
somewhat underacloud. He personally had no fear whatever 
for the stability of the country, but the virtues of their 
race were also its defects. The people of Great Britain were 
really so stable that they became apathetic. The result was 
that some persons were able to go up and down the country 
persuading decent working men that they need not work 
except upon their own terms. Of course appeals of that 
sort must ultimately fail. A nation which could never be 
intimidated by bombs thrown on them from above, or by a 
menace to their food supplies from below, would certainly 
never waver under a campaign such as that conducted by 
certain strike leaders. (Cheers.) At the same time they 
must never forget one thing—that the nation would have to 
pay the bill, and a very serious bill it would be. In considering 
the question of industry and commerce, they must approach 
it to some extent from the position of their international 
trade, and in that connection he would like to say that of all 
the nations with whom we do business there was none that we 
respected more than the kingdom of Holland. (Hear, hear.) 
During the war he had, through the favour of one of the 
Government Departments, particular connections with Holland, 
where one of his partners was resident during the whole period 
of the strife, and the opinion which he formed was confirmed 
by the War Trade Department—that there was not one of the 
neutrals who more thoroughly played the game than Holland. 
(Cheers.) If they looked at the map and saw what the 
geographical position of Holland was, surrounded on land 
after the capture of Belgium by the greatest army in Europe, 
and on the sea with the British and the Germans constantly 
watching every ship that went in and out of her ports, they 
could understand what a delicate position Holland was in. 
But Holland, as he had said, played the game. It was very 
pleasing for him to state that in the presence of their honoured 
guests, Mr. and Mrs. van Dien and Mr. and Mrs. Frese. He 
well remembered his first meeting with Mr. and Mrs. van Dien 
in the United States of America.at a banquet in the city of 
St. Louis. He responded to a toast at the hour of 1.30 in the 
morning, and they eventually broke up at about half past two. 
(Laughter.) He knew he got safely home because his wife 
was present—(laughter)—and he believed Mr. van Dien also 
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was seen safely to his hotel by Mrs. van Dien. (Laughter.) 
He had met Mr. van Dien on another occasion since, and it 
was a matter of very great regret to him that he could not be 
present at the most interesting Conference held in Amsterdam. 
He wanted, in conclusion, to thank those present most cordially 
for the reception they had given to the toast; also to himself 
personally, not merely as the representative of industry and 


commerce, but as their old friend and colleague who regarded | 


their interests as an honoured trust and obligation. (Cheers.) 


** The Guests.’’ 


Mr. Henry Morean, F.S.A.A., Vice-President, submitted 
the next toast, ‘The Guests.””’ He said he rose to propose 
the last toast on their list, but although last, from the point 
of view of this Society as hosts it was not the least important. 
It was always a privilege to propose this toast, and it was 
especially so on this occasion by reason of the quality of 
the guests who had honoured them with their presence. 
(Hear, hear.) The title was a comprehensive one, and he 
must first mention the ladies whose presence that night had 
been so important a factor in the success of this function. 
That they had not been made the subject of a separate toast 
was not due to any lack of appreciation of what their presence 
meant. He had always deplored the stern necessity which 
deprived them of the presence of the ladies at so many of 
the gatherings of their Society, but he had the strongest hopes 
that they were about to experience an alteration in that 
respect. Members of the Council were obliged to treat with the 
strictest confidence what transpired at their meetings, but at 
the risk of censure he was going to refer to an event that 
happened at their Council meeting that day. For the first 
time in the history of their Society a number of ladies took 
part in their proceedings, and the innovation had been such 
a great success that he was given to understand by the 
younger members of the Society, amongst whom his friend 
Mr. Walmsley was the most prominent—(laughter)—that a 
proposal was going te be brought forward at their next 
meeting that each member should bring with him to the 
Council one of his ladies. (Laughter.) Just imagine what 
it would mean to them to havys their dull, dreary deliberations 
enlivened by the indescribable chatter—he meant charm— 
(laughter) —of the ladies. Most of the gentlemen present 
would have realised, as he did, that in speaking of ladies in 
public it was advisable tu refer to them in general rather than 
in particular, but at the risk possibly of some slight domestic 
infelicity, he felt himself impelled to express his profound 
admiration of the three gracious ladies—their guests from 
overseas; he referred to Mrs. van Dien, Miss van Dien and 
Mrs. Frese. (Hear, hear.) He said to them that they were 
delighted to have this opportunity of making some return for 
the great hospitality which was extended to them during 
their visit to Amsterdam in which those ladies played so 
important a part. (Hear, hear.) And now he must pa3s 
from that fascinating theme to refer to some of their guests 
of his own sex. The ladies would not think him ungallant if 
he said that they were at least no less important. They had 
as official guests four representatives of the Institute of 
Chartered Accountants. (Hear, hear.) Their guests from 
overseas would not quarrel with him when he said that the 
Institute of Chartered Accountants stood pre-eminent and 
unquestioned at the head of all bodies of professional 
accountants throughout the world. Its representatives that 
night bore names that were household words within their 
own Institute, names honoured in this country by reason of 
the great public services that they had rendered, names 
famous in their profession not only in this country but 
throughout the world—Sir William Plender, Mr. William Cash, 
Mr. Evan Spicer, and the Hon. George Colville. (Hear, hear.) 


The members of his Society felt it a special pleasure and 
were proud to have them as their guests. The name of 
Mr. van Dien had already been coupled with a previous 
toast and reference had also been made to Mr. Frese, the 
Secretary of the International Congress. Mr. Frese was of 
a very retiring disposition, and it was not until they got to 
Amsterdam and saw the extent and perfection of the arrange- 
ments which were the foundation of its outstanding success 
that they realised the enormous amount of work that 
Mr. Frese had done in connection with the Congress. 
(Hear, hear.) Mr. Frese also contributed very greatly to 
their enjoyment of the social side in Amsterdam, and they 
were very delighted to welcome him there that evening. On 
the list of guests which was furnished to him there appeared 
the name of Sir Josiah Stamp. At any gathering of 
Incorporated Accountants they would be proud to have the 
presence of Sir Josiah Stamp—(hear, hear)—but he suggested 


| that it was quite incorrect to include him amongst the guests. 


Sir Josiah Stamp was one of them, and they never lost the 
opportunity of emphasising the fact that he was one of their 
honorary members. This was primarily a gathering of 


| accountants, but there were a very few notable exceptions. 


They had two distinguished representatives of the permanent 
officials of the Government, who played such a big part in the 
government of this country. They were both representatives 
of Departments with which the activities of the accountancy 
profession were very closely associated—he referred to Mr. 
A. F. Pool, Deputy Chief Inspector of Taxes, and Mr. A. E. 
Watson of the Treasury. They also extended a special 
welcome to Mr. Allen, Mr. Gatley and Mr. Roland Burrows, 
three well known members of the legal profession who had 
rendered signal service to their Society in the capacity of 
examiners. And finally he must not omit reference to the 
Press, which was represented that night by a lady—Miss 
Snelling, of the Accountant—whose company they were so 
delighted: to have as part of the British party during the 
Conference at Amsterdam. ‘To respond to this toast he had 
to call upon Mr. William Cash, a past President of the 
Institute of Chartered Accountants, and Mr. Frese, the 
Secretary of the International Congress at Amsterdam. 
And now he would ask the members of the Society of 
Incorporated Accountants to rise and drink to their guests. 
(Cheers.) 

Mr. Witu1am Casu said-he considered it a very great honour 
to be allowed to respond to the toast, and he only hoped that 
he would be able to do justice to the feelings of the guests and 
adequately represent their appreciation of the hospitality 
and kindness of the members of the Society in asking them to 
be present on that occasion. He would like in the first 
instance to say how much he appreciated—and he was sure 
his fellow members of the Institute of Chartered Accountants 
appreciated—the very kind remarks which Mr. Morgan had 
made with regard to the Institute, and to say how happy they 
were to come there and to feel that the association which had 
so long existed between the Institute of Chartered Accountants 
and the Society of Incorporated Accountants could be cemented 
by such a gathering as that. It might be strengthened, if 
possible, in the future even more than it had been in the past. 
(Hear, hear.) He felt he was undertaking a tremendous 
responsibility when Mr. Morgan said that, amongst other 
things, he was expected to reply on behalf of the ladies. He 
did not know quite why he was selected to tender on their 
behalf thanks to the Society. It used in olden times, he 
believed, to be the privilege of the youngest groomsman at a 
wedding to reply on behalf of the bridesmaids and other 
ladies present; he did not know whether his tender youth 
—(laughter)—was a special qualification on that occasion. 
But at all events, from the fact that he was responding on 
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behalf of the ladies, he did get a clue as to the nature of the 
speech he should make, and it was this: that it should be 
brief. That was to say, it should be short, because in the 
present day, whether they referred to the model coiffeur or to 
the length of the skirt, in both instances they got a distinct 
tendency to what he might term brevity. (Laughter.) There- 
fore he did not know at that time of night that he need detain 
them at great length in returning thanks. There was an old 
story of a Scots Minister who used to be asked to say grace 
after meat. He had two graces. When he looked round the 
table and felt that the meal had been substantial but frugal 
he used to say ‘‘ For the least of these mercies, O Lord, we 
thank Thee.” On the other hand, when he was entertained 
at a banquet such as they had had that night, he commenced 
his after-dinner grace by saying ‘‘O bountiful Jehovah.” 
(Laughter.) Therefore he would take his text from the 
Minister’s experience and thank them most sincerely for their 
generous hospitality, and adopt the phrase ‘‘O bountiful 
Jehovah.”” (Laughter.) He was sure they had all had a most 
interesting evening. He had learned one or two things 
about accountancy which he never heard before. Sir Josiah 
Stamp had referred to a referee. He (Mr. Cash) thought the 
tribute paid to a referee was of a substantial character, but he 
would prefer the modest amount that an accountant got. 
(Laughter.) He supposed Sir Josiah got his suggestion from 
the Institute of Actuaries—that the time might come when 
there would be an accountant for every six of the population. 
Now, he (Mr. Cash) would regard that with positive alarm. 
He could not really see how six members of the population 
could possibly sustain an accountant in a proper dignified 
manner. (Laughter.) While on the subject of the ladies, it 
was very interesting to hear from Mr. Morgan about the 
innovation which the Society was proposing to make. He 
did not quite understand whether ladies were to be admitted 
to all meetings of the Council, or whether lady candidates 
would be submitted to viva voce examination. (Laughter.) 
He could quite believe that to some of their examiners that 
might prove an attraction; on the other hand, he could 
imagine that it might lead to a certain amount of embarrass- 
ment, and if he had to have his time over again and had again 
to take up the subject of examinations, as an examiner he 
would feel very loth to undertake the duty himself. (Laughter.) 
They had heard a great deal about the discipline exercised at 
Amsterdam, and he was afraid all the time that he would be 
hearing the bell ring somewhere, so he would not detain them 
longer, especially as Mr. Frese’s name had also been coupled 
with this toast. But while on his feet he would like to re-echo 
what Sir William Plender had said about the debt they owed 
to Mr. Frese and to Mr. van Dien for all that they did for them 
while in Amsterdam. Once more he wished to express on 
behalf of the guests their most sincere thanks for the 
opportunity of meeting again in this country those whom 
they had the pleasure of meeting in Holland. (Cheers.) 
Mr. G. W. Frese said he wished to thank Mr. Henry 
Morgan for the kind manner in which he had connected his 
name with the toast of ‘‘The Guests,” and the company 
present for the applause they were kind enough to give to his 
words. Asa matter of fact, and as all of them knew, he (the 
speaker) was not a man of the spoken word. He liked writing 
and he liked answering the letters many of those present had 
sent to him on the occasion of the International Accountants’ 
Congress at Amsterdam. He was not, however, accustomed 
to explain himself in public in the English language, and so 
he was very glad that they had found such a prominent man 
as Mr. William Cash to respond first to the toast. Neverthe- 
less he was most happy at being given the opportunity to 
address them all, and to express the hearty thanks of the 
guests at this banquet for the reception the Society had 


prepared for them. He thought there must have been omitted 
a word in the Society’s name, as they seemed to know far 
more than an ordinary accountant or auditor knew. In the 
relatively short time that he had been connected with this 
Society he had discovered that they must be not only experts 
in their profession but also experts in arranging dinners, 
banquets and festivals. (Laughter.) He was reminded in 
that connection of the splendid banquet they held a year ago 
at the Mansion House, where his friend Mr. van Dien was a 
guest, and he could assure them that Mr. van Dien never lost 
an opportunity of telling them in Holland of all the marvels 
he experienced at that time. That evening’s arrangements 
convinced him that Mr. van Dien had not over stated the 
facts. He (Mr. Frese) was inclined, therefore, to recommend 
for the consideration of the Council changing the letters after 
their members’ names, and in future to put F.S. followed by 
three A’s—meaning Accountants, Auditors and Arrangers. 
(Laughter.) He thanked them very much for all the honour 
they had done the guests, and could assure them that they 
would never forget the enjoyable week spent in this interesting 
and historic City. (Cheers.) 

Mr. Ernest Evan Spicer said he remembered a good many 
years ayo Lord Rosebery stating in his presence, that he, 
Lord Rosebery, had never made a speech in public which he 
had not previously prepared. It was probable that Lord 
Rosebery, great orator that he was, exaggerated when saying 
this, but he, Mr. Spicer, could not help feeling that if a great 
speaker like Lord Rosebery invariably prepared his speeches, 
it was infinitely more important for humble individuals 
like himself to do so. That evening, however, he found 
himself called upon, without a moment’s warning, to say a 
word or two, and although he would have declined in the 
ordinary course, he had been asked to propose the toast of 
‘The President of the Society of Incorporated Accountants 
and Auditors,” and obviously he could not refuse because it 
was a great honour and a great pleasure for him to do so. 
Mr. Spicer stated that he was present in Amsterdam at the 
International Congress, and incidentally remarked that he was 
the only Englishman who attempted to say a word in Dutch. 
He recalled the fact that Mr. Keens not only upheld the 
dignity of his Society during the Congress, but also the 
prestige of the profession as a whole, and added greatly to 
the success of the Congress in which he was nobly assisted by 
his very charming lady—Mrs. Keens. (Hear, hear.) He had 
very great pleasure, therefore, in proposing the health of the 
President. (Cheers.) 

The Cuarrman, responding, said that anyone who knew him 
would know very well that he usually worked toa time-table, 
and he would not have allowed that extra toast to have been 
proposed had it not been that he was in advance of the 
programme. The sugge-tion came from Sir James Martin, 
and any suggestion from him must be received. (Hear, hear.) 
Might he be allowed to thank Mr. Spicer for his very generous 
reference to himself and his wife in connection with anything 
they were able to do at Amsterdam and for this Society. 
He would also like to acknowledg-~ their indebtedness. to 
Mrs. Spicer on that occasion, because he was perfectly certain 
one member of the party would never have got her luggage 
unless Mrs. Spicer had cajoled people on the train and on the 
station to get her baggage out of the train. He desired to 
thank Mr. Spicer for his kindly reference, and to thank 
Mrs. Spicer for her assistance, and all those present for the 
way in which they had received this toast. While on his feet 
he would like to mention one slight omission in the toast list. 
By some oversight the name of one of their guests that evening 
was omitted, and he was a guest to whom their Society owed 
a tremendous debt of gratitude for the services he had 
rendered over many years, and for the advice he had always 
given—the guide, philosopher and friend of the Society—he 
referred to their Solicitor, Mr. Walter Norton. He was glad 
of that opportunity of paying a tribute to the services 
Mr. Norton had rendered to the Society. (Cheers.) 

The proceedings then ended. - 
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